muleyice 
| Oral itarens 





Fim 
Volume 61 No. 1 e Mh January 2, 1958 


THE OUTLOOK FOR PUBLIC UTILITIES—1958 
By Francis X. Welch 


< > 


Tax Reform and a Balanced Budget 
By the Honorable Antoni N. Sadlak 


< > 


A Pioneering Electric Utility 
By Thomas E. J. Keena 


< > 
A New Look at Utility Regulation 


« » 


INDEX to Volume 60 Included in This Issue 





Whether in general operations, financing, enging 


ing or other business matters, the consulting 
advisory services of Commonwealth can be of m 
rial assistance. 

These services are integrated with the p 
and policies of client management in accompl 
ing the desired objectives. Commonwealth ey 
ence is built on work covering many states 
companies, in operations varying from a few 
ployees to thousands, and in projects from a 
dollars to many millions. 
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Representative steps in pulverizer disassembly shown here demonstrate ease ‘ 
safety of maintenance. Access doors are opened by impact wrenches. Doors € 
swung back, not removed. 


mpact Units Handle Low Grade 
2t Coal Withou? Capacity Loss 


eptional output and efficiency records... high- 
ted by low maintenance... have been established 
undreds of installations by B&W Pulverizers. 
ir long-range dependability has been accompanied 
educed operating costs. 





primary air fan operates with only clean air. As prim@ssur 
air is supplied to the pulverizers under pressure, | of ¢ 
fuel piping from pulverizer to burners is gré 
simplified. 


with wear. ican spring loaded, ball beati ions 








Pressure System elim- 
inates fan wear, sim- 


plifies piping. 


Coal Recirculation as- 
sures high fineness, 
aids drying. 


ding elements of long-wearing, special alloy ma- 
l maintain this proper grinding contact through- 
heir service life. Dependable classification permits 
/ material of proper fineness to leave the unit. 


Grade Coal, even wet coal, is handled efficiently. 
igusive B&W recirculation of fuel through heated 
ssures complete grinding, eliminates shutdowns, 
g of capacity, and special attention from operators. 


FPoint-Contact with the boiler simplifies oper- 
- Boiler’s automatic combustion control connects 
€ pulverizer at the damper in the primary-air duct. 
unit’s own control system regulates all other 
mons, 





Air Control main- 
tained at one, simple 
contact point. 














moval of scaffolding, lifted and transferred by fork lift tr 
Lower grinding ring is removed in same simple manne 








Mill Level Control 
automatically adjusts 
fuel-feed. 


Continuous, Intensive Development by B&W eng 
neers has brought excellent and measurable results 

users of B&W Pulverizers. Supported by a nation 
network of plants and engineers, B&W Pulverize 
and Pulverized-Fuel Firing Systems open new avenu¢ 
to operating economy. The Babcock & Wilcox Co 

pany, Boiler Division, 161 East 42nd Street, Ne 
York 17, N. Y. 
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T is always a pleasure to wish everyone 
a happy New Year during this cordial 
holiday season. \nd the editors of PUBLIC 
Uritities FortTNIGHTLY are only too 
glad to follow the congenial tradition and 
take this occasion of expressing the hope 
that the vear 1958 will bring the best to 
all our readers and friends, in and out of 
the public utility business, and the regula- 
tory business. 


SoME of the signs we see on both the 
domestic and international horizon are 
not very conducive to positive expectation 
of any favorable developments. The twin 
bugaboos of taxes and inflation are still 
with us, complicated by tight, high-cost 
money for necessary financing, and the em- 
phasis on defense spending, underscored 
by the recent summit conference of 
NATO in Paris, augurs ill for those who 
had hoped for tax relief. Indeed, the pros- 
pect of a balanced budget is none too 
bright as we cross over into the New 
Year, which promises us an even heavier 
dose of worries about missiles and satel- 
lites which so bedeviled the tail end of the 
old year. 


FOLLOWING his custom of more than a 
decade, the editor of this publication, 
Francis X. WELCH, has again given us 
an “outlook” article in which he en- 





FRANCIS X. WELCH 





with the Codlitors 





ANTONI N. SADLAK 





deavors to predict some major things 
which are in store for public utilities in 
the coming year. From the vantage point 
of his Washington, D. C., headquarters, 
Mr. WELCH sees some positive as well as 
negative signs and even a few silver lin- 
ings. Apparently he expects more sound 
than action in the forthcoming second ses- 
sion of the 85th Congress on measures of 
concern to public utility industries. 


As in former years, Mr. WELCH makes 
no claim, of course, to occult powers. His 
estimates are based entirely on established 
or discernible trends already in existence. 
He has merely used the experience of a 
\Vashington observer in projecting these 
trends across the 1958 calendar. 


ste a ke 


i month the Federal Power Commis- 
sion approved the proposed merger of 
the Hartford Electric Light Company of 
Hartford, Connecticut, and the Connecti- 
cut Power Company of Wethersfield, 
Connecticut. This was one of the last 
steps in combining these two well-known 
electric utility companies. We note that 
after the merger Hartford Electric will be 
the surviving corporation and the separate 
existence of Connecticut Power will cease 
and all assets and liabilities of the latter 
will be assumed by Hartford Electric. 
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Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 


THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at Dlgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


RicHarp H. West, Chairman of the Board 


MEMBER 





Public Utilities Department—JOHN F. CHILDs. Vice President in Charge 


7EDERAL DEPOSIT INSURANCE CORPORATION 


Total Assets over $1,500,000,000 


GrorGE A. Murpuy, President 









WHILE we always regret to see any 
familiar landmark on the utility land- 
scape—certainly one as well established as 
Connecticut Power—pass away, it is re- 
assuring that Hartford Electric, one of 
the real pioneers in its utility field, 
emerges larger and stronger and in a bet- 
ter position to remain on the scene for a 
long time. Thus the proud tradition of a 
veteran in the electric utility business be- 
comes reinforced. 





IT is appropriate, therefore, that we 
give some special recognition to this hardy 
organization which celebrated its seventy- 
fifth birthday only two years ago. Begin- 
ning on page 17 of this issue, an experi- 
enced Hartford newspaperman, still young 
in years, THomas FE. J. Keena of The 
Hartford Courant, tells the story of his 
hometown electric utility company—Hart- 
ford Electric. 


Mr. KEENA is a native of Hartford 
and a graduate of Yale (BA, ’41) who be- 
gan reportorial work on the staff of The 
Hartford Courant even while still in 
school. After World War II service with 
antiaircraft troops in Sicily and other 
European countries, he returned to The 
Courant on general assignment in 1945. 
He took time out in 1949 for special 
studies at the Sorbonne and Oxford. 


ce oe oe 


Seemed budget cutters have 
been very busy trying to find ways 
and means for saving on less essential 
government expenditures ever since the 
step-up of the missile program became a 
firm policy. President Eisenhower, in his 
speech at Oklahoma City on November 
Ist, reached the clear conclusion that “‘en- 
tire categories of activities” should be cut 
or deferred. What can be done about this 
without running into the agonizing alter- 
native of increasing taxes during the year 
of a congressional election ? 


BEGINNING on page 12, REPRESENTA- 
TIVE ANTONI N. SapiLaAK (Republican, 
Connecticut), a member of the House 
Ways and Means Committee, tells why he 
thinks that such economies can be found. 
REPRESENTATIVE SADLAK thinks we can 
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THOMAS E. J. KEENA 


have tax moderation without surrendering 
the balanced budget. In this article he ex- 
plains a bill which he has introduced with 
bipartisan support from a colleague on the 
House Ways and Means Committee, Rep- 
resentative Herlong (Democrat, Florida). 
This bill is for tax reform and would mod- 
erate taxes in all brackets. In other words, 
REPRESENTATIVE SADLAK thinks that 
even a tax cut is still a possibility if other 
reforms and government economies are 
effective. 


REPRESENTATIVE SADLAK is another 
native of Connecticut, born in Rockville 
in 1908 and educated in the local parochial 
and training schools. He was graduated 
from Georgetown University (LLB) and 
shortly thereafter joined the U. S. Depart- 
ment of Justice as an inspector. During 
World War II he was commissioned in 
the U. S. Naval Reserve and served on the 
staff of Admiral Kinkaid, Commander of 
the Seventh Fleet, in the Pacific. He was 
first elected to the 80th Congress as a 
Republican Representative at large from 
Connecticut and has been continuously 
elected since that time. He is a member of 
the powerful House Ways and Means 
Committee, which has jurisdiction over 
all tax legislation. 


THE next number of this magazine will 
be out January 16th. 


Ah Odin. 
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Positive cleaning action 


Newport News Mechanical 
Rack Rake and trash car 
being prepared for shipment. 
Upon lowering a rake in op- 
eration its teeth swing down- 
ward, parallel to the face of 
the rack, and about 15” away. 
On the upward cleaning 
stroke, teeth swing perpen- 
dicular to the rack and ex- 
tend about 34” into each rack 
bar space. Nature of trash to 
be handled dictates design of 
teeth. Special teeth are avail- 
able for cleaning racks of fila- 
mentous algae, seaweed, etc. 


calls for guided rack rakes 


Excessive loads of trash cannot push a Newport 
News rake away from the racks. 


And there’s no chance of the rake riding over 
trash on the upward cleaning stroke. Nor will its 
teeth drop the debris. Because Newport News 
builds the rake to operate in channel guides... 
for positive cleaning action. 


That’s why efficient rack cleaning assures the 
maximum head at intakes and is yours when you 
put a rugged and dependable Newport News 
Mechanical Rack Rake on the job. 


Maximum width of a single rake is determined 
by design of the forebay. Where a single bay is 
extremely wide, intermediate guides are some- 
times installed to reduce width of the rake. Such 
installation is relatively inexpensive. 


A power-operated Newport News Mechanical 
Rack Rake, under ordinary conditions, enables 





one man per shift to keep racks clean for a 
dozen bays, from 5’-6” to 28’-6” in width. 


Trash is cleaned from the rake manually, or by 
a mechanical “sweep”, into a flume, a car or onto 
a trash apron. Local conditions and nature of the 
trash dictate method of disposal. The many typi- 
cal installation arrangements fit most needs, but 
each installation is a custom built job. 


We invite inquiries from water users who are 
troubled with trash. Write for your copy of 
“RACK RAKE’, an illustrated booklet describ- 
ing the operation and advantages of the Newport 
News Mechanical Rack Rake. 


Shipbuilding and Dry Dock Company 
Newport News, Virginia 















Coming IN THE NEXT ISSUE 


(January 16, 1958, issue) 
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COMMON STOCK EQUITY CAPITAL COSTS FOR GAS UTILITIES 


Although this article deals primarily with the cost of common stock capital for gas 
utilities, the discussion of the relationship between earnings and stock prices should 
be of interest to all utilities. It comes to us from Donald C. Neill, rate analyst of the 
Southern Counties Gas Company of California. The general conclusion of the author 
is that under prevailing conditions of rising capital costs public utilities in fair value 
states will find it relatively easier to obtain access to capital markets at a lower average 
cost than will those operating in states where original cost regulation is the required 
standard. The author proves this proposition by analysis and selected financial sta- 
tistics for original cost and fair value gas distribution utilities in the year 1955. 


ANSWERING AUTOMATION'S BIGGEST QUESTION 


The well-known author of business articles, James H. Collins, Washington, D. C., deals 
in this article with a subject widely considered and worthy of further discussion. The 
conclusion is not startling; namely, that the final result of automation is advantageous 
to all, but that there may be transitional dislocations burdensome to a few. The author 
in this article takes up the question of whether persons dislocated by mechanization 
are able to find new jobs comparative to the ones displaced by automation. So far 
not much following up has been done to see what happens with jobs and people 
under this condition. This would appear to be a fertile new field for public and employee 


relations development. 


UTILITY INDUSTRIAL DEVELOPMENT PROGRAMS. PART I. 


C. E. Wright of Jacksonville, Florida, has undertaken a rather exhaustive survey of 
utility company practices in connection with attracting or improving industrial develop- 
ments in their respective service areas. The returns from this survey were so varied 
and noteworthy that a three-part article was found necessary to avoid cutting short 
much of the interesting factual material. Mr. Wright's article shows that American 
industry is on the move and that among the factors which must be considered in locat- 
ing or relocating an industry is the availability of services of all kinds: transportation, 
water supply, raw materials, capital and labor, prevailing wages, taxes, and local 
cultural opportunities. 











* 





Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- : 
panies, executives, financial experts, employees, investors, and others. NAT 
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“I do not exclude the 
, intelligent anticipation 
oF | of facts* 








even before 








they occur.” 
—CURZON 








*Rate Commissions will 
consider them too 


R&S HAS THE KEY to “intelligent anticipation of facts’ upon which rate increase 
applications can be solidly based—continuing monthly rate analyses, delivered in plenty 
of time for a ‘forward instead of a backward look’. 

The difference can be great in return on invested capital (which now should be 
614-—7%) ‘and in more favorable terms when seeking new capital for expansion. 

R & S “One Step” Method of Bill Analysis 
is simplicity itself to put into operation—we do 
all the work in our office on the machine illus- 
trated below (exclusive with R & S). The cost 
is infinitely lower and faster than by any other 
method. 

We would like to send you the complete 
story—a request to Dept. P-1 will bring you the 
booklet “THE ONE STEP METHOD OF 
BILL ANALYSIS’’—no obligation of course. 


RECORDING & 
SEUSS Lg 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 








NATION-WIDE SERVICE 


ARY 2, 1958—PUBLIC UTILITIES FORTNIGHTLY 





“There never was in the world two opinions altke.” 


EDITORIAL STATEMENT 
The Wall Street Journal. 


WiLi1aM A. Dawson 
U. S. Representative from Utah. 


Homer J. Livincston 
President, The First National Bank 


of Chicago. 


A. L. M. Wiccins 
Chairman of the board, Louisville & 
Nashville Railroad. 


FRreD G. GURLEY 
President, Santa Fe Railway. 


EpwWarD MarTIN 
U. S. Senator from 


Pennsylvania. 


GEoRGE E. SOKOLSKY 


Columnist. 


—MonrTAIGNE 





“The fact is that private enterprise is the secret of 
this country’s economic success. The fact is that state 
control is the secret of the Soviet’s relative failure so 
far. They are now going to try to modify that control, 
but still within the framework of Communist eco- 
nomics.” 


* 


“T can see no reason why I should vote for a $600 mil- 
lion Hell’s Canyon project to take taxes from residents 
of the entire nation to build a tax-free dam to distribute 
tax-free power through tax-free agencies for the par- 
ticular benefit of industries and residents of one area 


of the country.” 
¥ 


“A steady growth in savings must accompany sus- 
tained economic progress. If we are to maintain the 
value of the dollar and at the same time realize the great 
potentials of our economy, there must be a continuous 
flow of new investment funds from business and indi- 
vidual savings.” 


“Railroads are owned and operated by governments 
in practically every country in the world except the 
United States. The history of the socialization of the 
railroads throughout the world should be a timely warn- 
ing to the people of this country of what can happen to 
the railroads here as a result of financial malnutrition.” 


¥ 


... the role of railroads in today’s economy is no 
different from the role they played before the advent and 
development of the so-called ‘newer’ forms of trans- 
portation. For today, as always, railroads provide the 
bulk of the low-cost common carrier transportation 
which is the basis of all commerce and upon which all 


else depends.” 
e 


“One of the most difficult functions of a free gov- 
ernment is to maintain a stable currency . . , more great 
nations have been overthrown by inflation than by in- 
vading armies or destructive bombs. A nation destroyed 
by a military force can rebuild itself but a nation where 
incentive of the individual is destroyed has very little 
opportunity of recovery.” 


e 


. moral indignation is essential in a free society. 
To remain free, a people must often be angry and they 
must be angry against their own officials. In this United 
States, such indignation is usually impersonal because 
few of us know our politicians and many would not care 
to know some. But indignation is good for the soul and 
the ancient adage, ‘throw the scoundrels out!’ applies to 
even one’s best friends in public office.” 


“ec 
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PUTTING POWER INTO YOUR EXPANDING PROGRAMS 


: | 
LW nyeet ane 
S| ame =~ ? 


ATOMIC, HYDRO and FOSSIL FUEL POWER PLANT DESIGN 
FOR INDUSTRIALS and UTILITIES 

















Send for our 
descriptive booklet, 
neering New Horizons” 


whore : Pioneer Service & Engineering Co. 


other services. 231 SOUTH LA SALLE STREET - CHICAGO, ILLINOIS 
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LIGHT-WEIGHT, SELF-PRIMING, UTILITY PUMPS 






Wing-type, screw-plug per- 


mits quick, easy filling of 


Hand-fitting handle located 
at center of weight balances 
the load for easy carrying. 






pump. 


— 
* 


Discharge outlet may be 
turned to any one of three 
positions. 


No check valve in pump 
reduces number of moving 
parts. 





















easy. 


Steel pipe nipples for long 
thread life. 


Light-weight, aluminum 
pump body reduces overall 
weight... 


Tapped for vacuum and 
Pressure gages. 


New improved diffuser de- 
sign (patents pending) gives 
faster-than-ever priming. 


Cover plate may be quickly 









Air ct 
tion 
smooth 


Light-weight, al 
num, Briggs 
e Stratton, 4-cy 
vain fe t es ‘ | engine with re 





starter and vac" 3 
rotators for tml" m 
portab |< 





portability and | 


makes carrying life. 


Po 


Self-lubricating, long-l : 
“Remite’’ mechanical shame?! Pip 
seal eliminates leakage aread |if 
wear. 


removed for pump inspec- he 
tion. bY ay! 
MOU T: 


Rubber ‘‘shock-mount"’ feet. 











These great, new, fast-priming Marlow Utility Pump 
are available in 144” and 2” sizes. These all-aluminu 
pumps are extremely light in weight and easy to carty 
The 114,AA1 Model weighs only 4934, pounds, whi 
the large 2AA1 weighs 52% lbs. Compact in size, theZ 
unit is only 1634” high by 18” long by 1434” wide. th 
units can be stowed easily in existing truck compa 
ments. Write today for complete information anc th 
name of your nearest Marlow dealer. 


































































vew puimps/ 


>S | LIGHT-WEIGHT “MUD-HOG” DIAPHRAGM PUMPS 


Heavy-duty, heat-treated 
gears, running in a bath of 
oil, operate diaphragm 
through a crank-type drive. 

















Anti-friction bearings 
throughout. 


Light-weight, aluminum, 
riggs & Stratton, 4-cycle 
gine with recoil starter 
and valve rotators for true 
portability and long life. 


t may be 
» Of three 


Two carrying handles bal- 


Air chambers on both suc- ance load for easy handling. 


tion and discharge for 
smoother operation. 


-weight, ali 
1, Briggs 
tton, 4-cy 


ne with re " 
ter and vane, all-aluminum construc- 


tors for tion makes units readily 
ibility and | ortable. 



















Wheel-mounted units can be 
easily handled by one man. 


ing, long-li ; : 
chanical shamee! Pipe nipples for long 


1s leakage aggread | 


Heavy-duty, pump valves 
n both suction and dis- 
large for long service life. 


The new Model 302B light-weight ‘“Mud-Hog” can be 
ranged either with or without wheels. The wheel- 
mounted model weighs 137 pounds while the base- 
mounted unit weighs only 126 pounds. Both units are 
ompact in size. These fast-priming pumps have 3” suc- 
lon and discharge ports. They can handle trash-laden and 
hud<y water with ease. For complete details, write today 
or brochure and the name of your Marlow Dealer. 
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: ln BELL & GOSSETT CO.. 


‘de. th ’ 
vid Midland Park, New Jersey 
ompa 
anc th * Longview, Texas e Morton Grove, Illinois 


















in design of utility systems is a composite of all that is proven and reliable 
the individual components. A close inspection will reveal that generato 
transformers, motors, meters, switchgear and controls—so necessary for po ” 
generation, transmission and distribution—all utilize AMP for connection a 
termination on the original equipment you purchase. For added reliabil 
on your own equipment you can demand no less. 


4 







Standardize on AMP for generating and sub-station construction and ma 
tenance, communication, panel and switchgear wiring, street and traffic ligh 
ing, appliance and meter repair and all other applications where terminals a 


connectors must produce improved quality, cost reduction and reliable servi re 
4g Diam 


A-MP terminals, when required for maintenance and repair 3 
needs, are available in the U.S.A. through American Pamcor Inc. 8) 
AMERICAN TEE PAM 


copter 


nccagaginm, 





AMP INCORPORATEL 


GENERAL OFFICES: 7541 EISENHOWER BOULEVARD, HARRISBURG, 


p 









Wholly Owned Subsidiaries: Aircraft-Marine Products of Canada Ltd., Toronto, Canada e Aircraft-Marine 
(Great Britain) Ltd., London, England e¢ Societe AMP de France, Le Pre St. Gervais, Seine France e AMP--Ho 
N.V. ’s-Hertogenbosch, Holland ¢ Distributor in Japan: Oriental Terminal Products Co., Ltd., Tokyo, Japan 
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Pre-insulated 
Diamond Grip® 
Ring Tongue 


: 


Pre-Insulated 
Parallel 
Connector 


* * 


Solistrand® Solistrand® Solistrand® Ampli-BOND® 
Ring Tongue Parallel Connector Butt Connector Ring Tongue 





























“WHAT D’YOU 
SEE, MISTER*? 


























The future, son! New homes, new towns, rege 
industry... in the Heartland of Amevictm 
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The natural gas pipeline surveyor is a symie 
of progress . . . of residential and indust 
growth in that part of America’s Heartlay 
served by Columbia Gas System. 


In Ohio, Pennsylvania, West Virginia, K¢ 
tucky, Virginia, Maryland, and southern N 
York, the demand for natural gas kee 
mounting rapidly. Ten years ago, Colum§ | 
delivered 231 billion cubic feet of gas tog 
homes, businesses, and industries it serv " 
Last year, that figure rose to 605 billion. ti 
1961, it is estimated that the System’s custo 
ers will require 845 billion cubic feet annua 


Columbia Gas System companies look to 
future by planning and building to meet t 
increasing needs for natural gas. . . to k 
pace with the phenomenal growth of An 
ica’s Heartland. 
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Se 120 East 4ist Street, New York ‘7, 


COLUMBIA GAS SYSTEM SERVICE CORF>RA 





















CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural G: Co 
Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company 
PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, Columbia Gasof New York, Inc., Cumberland and Allegheny Gas Company, Home ‘ 18 C0 
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Columl Builders of new power plants in all parts of the country 

gas to | have specified Q-Panel walls for the following very good 
? reasons: 1. Q-Panels are permanent, dry and noncom- 
It se bustible, yet may be demounted and re-erected elsewhere 
billion. to keep pace with expansion programs. 2. Q-Panels are 

Ys custo light in weight, thus reducing the cost of framing and 

foundations. 3. Q-Panels have high insulation value... 
[ annua superior to a 12” masonry wall. 4. Q-Panels are quickly 


installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 
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Q-Panels 


H. H. Robertson Company 
424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA: 
Offices in Principal Cities 
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Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 














































Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 



















Please send a free copy of your Q-Panel Catalog. 
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Twofold Benefits From The 


Analysts Journal 


7, Xs timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 

across to the Analysts. There is no more direct and effec- 

tive way to contact this influential group of investment 

specialists than to advertise in their own quarterly Journal. 
To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 5, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


() Please send me your advertising brochure. 
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Thursday—2 


National Association of 
Home Builders will hold 
convention, Chicago, Ill. 
Jan. 19-23. Advance notice. 


Friday—3 


American Institute of Elec- 

trical Engineers will hold 

winter general meeting, 

New York, N. Y. Jan. 20- 
24. Advance notice. 


Saturday—4 


Industrial Heating Equip- 
ment Association will hold 
meeting, Pittsburgh, Pa. 
Jan. 27, 28. Advance notice. 


Sunday—5 


American Society of Heat- 
ing and Air Conditioning 
Engineers will hold annual 
meeting, Pittsburgh, Pa. 
Jan, 27-29. Advance notice. 


© 





Monday—6 


International Home Fur- 
nishings Market opens Chi- 
cago, Ill. 


Tuesday—7 


Home Improvement Prod- 

ucts Show will be held, Chi- 

cago, Ill. Jan. 27-29. Ad- 
vance notice. 


Wednesday—8 


American Gas Assoctation 

ends 3-day Home Service 

Workshop, Minneapolis, 
Minn. 


Thursday—9 


Edison Electric Institute 

begins annual LBE national 

women’s conference, Chi- 
cago, Ill. 





Friday—10 


hern Gas Association 
s employee relations 
1 - table conference, 
rewater Park, Miss. 


Saturday—11 


Annual Conference of 

Doble Clients will be held, 

Boston, Mass. Jan. 27-31. 
Advance notice. 


Sunday—12 


American Water Works 

Association, New York 

Section, will hold midwin- 

ter luncheon meeting, New 

York, N. Y. Jan. 28. Ad- 
vance notice. 


ved 


Monday—13 


Annual Institute on the 

Law of Oil and Gas and 

Taxation will be held, Dal- 

las, Tex. Jan. 29-31. Ad- 
vance notice. 





Tuesday—14 


ument Society of 

ica, Boston Section, 

s Yankee instrument 

‘and symposium, Bos- 
ton, Mass. 





Wednesday—15 


Pennsylvania Electric Asso- 

ciation, Prime Movers 

Committee, will hold meet- 

ing, Hershey, Pa. Jan. 30, 
31. Advance notice. 





Thursday—16 


Edison Electric Institute, 

Industrial Relations Com- 

mittee, begims meeting, 
Washington, D. C. 





Friday—17 


Oklahoma Utilities Asso- 

ciation, Accounting Section, 

begins meeting, Tulsa, 
Okla. 
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Courtesy, Argonne National Laboratory 
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Nuclear Nocturne 


The experimental boiling water reactor at the Atomic Energy Commission’s 
installations near Lemont, Illinois. 
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~The Outlook for Public 


Utilities — 1958 


With the New Year will come the convocation of an- 

other session of the 85th Congress. Here is an analysis 

of the possible consequences of new developments in 

Congress and federal agencies respecting various utility 
industries during 1958. 


By FRANCIS X. WELCH* 


HE New Year will start off with 

most emphasis in Congress on de- 

fense spending and foreign commit- 
ments. Complications growing out of the 
recent “summit” conference of the North 
Atlantic Treaty Organization have in- 
creased the tempo of all activities along 
this line in the nation’s capital. One would 
think, therefore, that the political pressure 
on public utilities would be corresponding- 
ly eased with this diversion of congres- 


*Editor, Pustic Utiiii1es FortNIGHTLY. 


sional attention from domestic issues. 

But such is not the case. Even in the 
realm of defense spending and national de- 
fense policy there are overtones having 
considerable impact on the utility indus- 
tries in such areas as federal income and 
excise taxes, and nuclear power plant de- 
velopment by the Atomic Energy Com- 
mission. 

Even the administration’s effort to 
cut the budget for nondefense projects 
will stir up political opposition in Con- 
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gress, with glancing blows at the long 
familiar targets of business-managed 
electric utility companies. 

The fact is that despite the pious protes- 
tations inspired by the missile and satellite 
controversies, there has been no adjourn- 
ment of politics in Congress. On the con- 
trary, the Democratic majority, consider- 
ing the unbroken trend of special elections 
and the present, if temporary, ebb in the 
administration’s prestige for leadership, is 
confident of gains next fall. And in an- 
ticipation there has been a general re- 
furbishing of issues, both old and new, 
foreign and domestic. Among the peren- 
nial issues, of course, is the strong line 
taken by some members of the majority 
in favor of government power develop- 
ment and critical of big business, especial- 
ly the utility business. 


HIs is not to say, however, that every- 

thing will turn out next November 
exactly as Senator Morse (Democrat, 
Oregon), to pick a more articulate ex- 
ponent of the government power point of 
view, would wish. But it does mean that 
as Congress opens, Senator Morse and 
some of his equally articulate colleagues 
will have a lot to say and do in prepara- 
tion for a red-hot congressional campaign 
next fall. 

Between now and then, of course, 
it is entirely possible that the political 
wheel will turn again and that other 
intervening events will overshadow 
domestic politicing. For the immediate 
future we can only say that there will be 
a great deal of it and that the President 
will have to use his veto power more than 
once to block legislation definitely hostile 
to the administration’s policies in these 
areas. 
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l Breakers ahead for federal commis- 
® sions. Shifting from the general to 
the particular, one of the most difficult 
situations for the administration seems to 
be building up around the work of the 
Moulder Committee, otherwise known as 
the House Subcommittee on Legislative 
Oversight. This group has been investigat- 
ing the federal regulatory commissions 
for some months to discover evidence of 
irregularities in practices and failure to 
carry out the intent of Congress. Offhand, 
those would seem to be two perfectly 
proper objectives for a congressional in- 
vestigation. 

The committee’s staff is headed by a 
distinguished legal scholar, Professor 
Bernard Schwartz of the New York Uni- 
versity Law School, and it must be pre- 
sumed that he will endeavor to keep the 
investigation on an objective level. But, 
as a practical matter, it will be impossible 
to keep politics out of such a setup. Dur- 
ing the past six years of the Eisenhower 
administration these commissions have 
come increasingly under the control of 
White House appointees. The margin of 
holdover members from the old Roose- 
velt-Truman régimes has shrunk, even 
though that influence remains very con- 
siderable at the staff level. In fact, it may 
be that the combination of congressional 
disquiet and staff discussion (extramural) 
is responsible for much of the rumor and 
petty charges which the Moulder Commit- 
tee staff has been busy running down. 
Whatever the reason, the committee is go- 
ing to call all of the federal commissions 
and staff on the carpet during the coming 
year, starting with the FCC. 


O' course, during this inquisition the 
committee will get around to the 
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RESULTS OF 1957 PROPHECY 








Forecast 


1 No change in taxes. It was predicted that 
* the continued inflation and international 
tension would prevent any drive to reduce taxes 
from getting anywhere, whether for personal or 
business income or excise taxes. 


2 The gas producer bill. It was predicted 

* that the Harris Bill would not be enacted 

in 1957 unless promptly considered by Congress 
and supported by a united gas industry. 

3 Battle over TVA partnership policy. It 

* was predicted that TVA would stay in 

Knoxville despite efforts to move it, that a com- 

promise plan to make TVA self-supporting would 

be agitated but not passed, that no change in the 

administration’s partnership policy would occur. 


4 Snake river developments, It was pre- 
* dicted that “The U. S. Supreme Court 
will finally vindicate the legality of the FPC li- 
censes to the Idaho Power Company” and that 
the “Interior Department itself may announce a 
new plan” for a storage dam on the Snake. 
5 A modified atom plant. It was forecast 
* that a compromise bill plan for letting the 
AEC take the leadership in developing power 
plants would be passed, and that atomic insur- 
ance legislation would also be passed. 
6 More rate case activity. Continued infla- 
* tion and more public service demand com- 
plicated by tight money financing were viewed 
as making more rate cases in various states. 


7 Niagara legislation. It was predicted that 

* the FPC would block New York state’s 
effort to go ahead with Niagara without congres- 
sional approval but that Congress would approve 
a bill authorizing such development by the state. 
8 Radio frequencies and the telephone. Com- 

* petition for radio frequencies useful for 
new forms of telephone service was seen as 
causing regulatory problems before the FCC with 
favorable results for the telephone companies. 


9 Highway relocation struggle. A lot of bills, 
* aminority of which would be enacted into 
law, was foreseen with a long pull ahead. 
10 Other state legislation. Despite meetings 
* for nearly all of the state legislatures, not 
much regulatory law was expected. 


l Nine out of ten predictions by Mr. Welch one year ( 
ago occurred as forecast, other items are still pending. 














Result 
RIGHT 


RIGHT 


Such support and prompt action were 
not forthcoming. 


RIGHT 


RIGHT 


In both developments. 


RIGHT 


RIGHT 


In both instances. 


PENDING 


These proceedings are still unresolved. 


RIGHT 


Reimbursement laws were passed in 15 
states; six were vetoed; 15 failed to pass. 


RIGHT 


Only two state laws were enacted— 
Maine and Minnesota. 
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Federal Power Commission. Just to hint 
at the sort of thing in prospect, the com- 
mittee has armed itself with FCC expense 
account records and microphone record- 
ings of incoming and outgoing telephone 
calls at the FCC, as well as expense rec- 
ords covering attendance at radio and 
television conventions and regional meet- 
ings. 

No real scandal is in sight, but we 
can expect some embarrassment and 
heckling. 

A much more serious consideration than 
some petty free loading at the regulatory 
level is the view taken by some of the 
Congressmen as to the responsibility of 
these commissions. Granted that they 
should not be under the influence of the 
executive branch, should they be under 
the influence of Congress? What has hap- 
pened to the old ideal of a truly inde- 
pendent commission? Fostering such an 
ideal certainly would not result from ty- 
ing these commissions to congressional 
apron strings. 


terra the serious import of the state- 
ment accredited to a member of this 
investigating committee, Representative 
Moss (Democrat, California). He com- 
mented on one possible result of the in- 
vestigation, saying: 

We could decide the commission-type 
agency is not the answer, that Congress 
should go right in and directly control 
all aspects of their operations. 


This comment recalls the kind of legis- 
lation introduced last year by Pacific 
Northwest Democratic Senators to curb 
the powers of the Federal Power Com- 
mission to license hydro projects without 
congressional approval. 
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2 No gas legislation. The chances for 
* enactment of the Harris Bill have not 
improved over the past year. This is the 
bill to relieve natural gas producers of the 
full brunt of FPC regulatory control. 
Even as finally presented at the last ses- 
sion, the Harris Bill was not an outright 
exemption bill. It merely tended to dilute 
the extent of FPC jurisdiction over pro- 
ducers. Without going into details, it is 
this observer’s feeling that there will have 
to be a lot more dilution if any legislation 
is to be finally passed at the forthcoming 
session. And since the extent of that dilu- 
tion may not seem to the producers them- 
selves to be worth the proverbial candle 
in the politically hazardous game of try- 
ing to jockey a measure through Congress 
during an election year, a stalemate could 
easily result. 

Speaking of gas legislation brings up 
an additional complication in the light of 
the recent decision of the U. S. circuit 
court of appeals for the District of Colum- 
bia in the so-called Memphis case. This 
decision, which virtually holds that the 
FPC has been wrongfully construing the 
effect of § 4(d) gas rate increases for 
pipeline companies for nineteen years, has 
caused considerable upheaval. The FPC 
itself has been so dismayed at the pros- 
pect of converting all of its rate increases 
under bond cases (which is the course 
taken under § 4(d)) into the more cum- 
bersome and uncertain § 5 type cases, that 
an appeal for legislative clarification may 
be in order. 

The trouble here is one of timing. Al- 
though the FPC has already planned to 
have this decision appealed to the U. S. 
Supreme Court, the only way the highest 
court could dispose of the matter during 
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No Holiday for Utility Criticism 


6G HE New Year will start off with most emphasis in Congress on 

defense spending and foreign commitments. Complications grow- 
ing out of the recent ‘summit’ conference of the North Atlantic Treaty 
Organization have increased the tempo of all activities along this line in 
the nation’s capital. One would think, therefore, that the political pressure 
on public utilities would be correspondingly eased with this diversion of 
congressional attention from domestic issues. But such is not the case. Even 
in the realm of defense spending and national defense policy there are 
overtones having considerable impact on the utility industries in such areas 
as federal income and excise taxes, and nuclear power plant development 

by the Atomic Energy Commission.” 





SS a 





the coming congressional session would be 
to deny certiorari, thereby in effect affirm- 
ing the lower court. If the court took such 
action early enough in the spring of 1958, 
it would give Congress a green light to 
act on remedial legislation. But if the 
highest court agreed to review the 
Memphis decision (and that would seem 
more probable) there would not be time 
for final disposition by the court before 
the adjournment of the present Congress. 
So the prospects are slim that there will 
be any gas legislation either for the relief 
of the producers or for the relief of the 
pipeline companies during the coming ses- 


sion—much though it may be needed in 
both cases. 


3 No changes in taxes. Last fall the 
* telephone industry, both Bell and in- 
dependent, decided that an effort was in 
order to remove the federal excise taxes 
now on the level of 10 per cent. These 
taxes, originally imposed during the eco- 
nomic emergency of the depression of the 
thirties, and greatly expanded during 
World War II, are still being collected 
twelve years after the cessation of hos- 
tilities. Recent federal-state efforts to shift 
responsibility for their collection (among 
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other responsibilities) in part to the states, 
probably spurred the telephone industry 
to take action. Obviously, if the collection 
of these taxes gets established and scat- 
tered over 48 states, the chance of even- 
tual repeal or curtailment will not be im- 
proved. 

But for the coming year at least the 
outlook is very dim for this type of tax 
relief and for any kind of business tax 
relief. That goes for corporate income 
taxes as well. Despite advance estimates 
of increased government tax collections, 
the burden of the stepped-up missile pro- 
gram and other defense spending makes 
it doubtful if the administration can bal- 
ance the budget even under present tax 
collections. 


4 No TVA legislation. There will be 
® much pulling and hauling over the 


Tennessee Valley Authority at the next 
session of Congress. For several years 
TVA has limped along on a stopgap agree- 
ment permitting TVA to apply power 
revenues to take care of existing plant ex- 
pansion. But the TVA needs some definite 
policy decision, augmented by appropria- 
tion commitments, if it is to plan solidly 
for future operations. So far the admin- 
istration has not receded from its earlier 
stand that the TVA cannot go on taking 
the responsibility for the entire electric 
power supply in the TVA area, notwith- 
standing the constant expansion of the 
local demand. Efforts to put TVA on a 
self-sustaining basis, through the issuance 
of revenue bonds and other suggestions, 
have run into congressional reluctance to 
cut TVA entirely loose from control of its 
purse strings on Capitol Hill. 

If there were not politically divided re- 
sponsibility between the executive and 
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legislative branches, the present TVA 
management could probably work out 
some solution. For the first time since the 
Eisenhower administration took office, the 
TVA is now under the majority control 
of White House appointees. But the ma- 
jority in Congress, torn by internal dis- 
sension as to what to do about TVA over 
the long range, would still like to write its 
own ticket on TVA. Under present un- 
certain circumstances, the immediate out- 
look is for no TVA legislation during the 
coming year. This will mean another 
twelve months of stopgap appropriations. 


“ Public ownership in the Northwest. 
* Reference has already been made to 
the bills introduced in Congress last year 
to take away the authority of the Federal 
Power Commission to license hydroelec- 
tric developments without the consent or 
review of Congress. Such legislation will 
not prevail because of the veto authority 
at the White House, but there will be a 
stiff fight against efforts of public utility 
companies to build badly needed power 
projects in the Pacific Northwest. 

Nothing is likely to be done about the 
persistent ,efforts of some Pacific North- 
west Senators to authorize a federal high 
dam at Hell’s Canyon. The Idaho Power 
Company already has made too much 
progress under its license issued by the 
Federal Power Commission and upheld 
after long litigation in the federal courts. 
But that will not stop the government 
power bloc in Congress from keeping up 
the controversy over Hell’s Canyon and 
other Snake river developments. 

The proposal of private power com- 
pany interests to build a dam at the Moun- 
tain Sheep site will probably be approved 
by the Federal Power Commission, be- 
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Predictions of Events for 1958 


(Here is a summary of the things likely to occur in Washington 
of special concern to the public utility industry.) 


. Breakers ahead for federal commissions. The staff of the Moulder Committee, otherwise 
known as the House Subcommittee on Legislative Oversight, is planning some uncomfortable 
moments during the coming year for federal commissions and regulated industries. The 
idea is to show that regulated industries have been more liberal than proper in dispensing 
hospitality, etc., and too informal in contacting federal regulators and commission staff. 
First on the carpet will be the FCC for reported favors done by successful TV applicants 
in controversial cases. During the year, however, the staff expects to get around to the FPC. 

. No gas legislation. As for proposed amendments to the Natural Gas Act, the coming 
congressional session may see a double feature—the Harris Bill to relieve producers of 
full-scale FPC regulation and a bill to allow pipeline companies to file rate increases under 
bond such as recently thrown out by a United States circuit court of appeals in the so- 
called Memphis case. The outlook, however, is against final action on either at this session. 

. No changes in taxes. Despite advance estimates of increased government tax collections 
and special efforts by the telephone-telegraph industries to get rid of their 10 per cent 
excise taxes, tax reductions for any kind of business look pretty hopeless for the coming 
year. Foreign commitments and the burden of stepped-up missile program are responsible. 

. No TVA legislation. For the first time since the Eisenhower administration took office, 
TVA will be under majority control of directors of the President’s own choice. There 
will doubtless be an effort to revive or compromise various proposals to put the TVA on 
a self-sustaining basis through the issuance of revenue bonds, etc. But the Democratic 
majority in Congress, feeling a victory in their bones during the coming congressional 
election next fall, will not be disposed to accede to administration ideas. Result: stalemate 
-for another year. 

. Public ownership in the Northwest. The next session of Congress is likely to witness a 
fight by the government power advocates against efforts of public utilities to build badly 
needed power projects in the Pacific Northwest. The Snake river licenses for the Idaho 
Power Company (including Hell’s Canyon) will not be disturbed, although they will be 
raked over again at length. But private company proposals to build a dam at the Mountain 
Sheep site, if approved by the FPC—as seems likely—will unleash a new drive for a law 
to curtail FPC licensing powers. It will not succeed because of the veto power of the White 
House. But it will make political medicine for the campaign next fall which is probably 
what the power bloc is more concerned about anyhow. 

" Economy wave and public projects. The congressional majority will protest the adminis- 
tration’s efforts to offset the tremendous new additional expenditures needed for missile 
developments by slashing public works programs. Actually the Reclamation Bureau and 
Army Engineers’ projects may feel the effect of the economy ax, but such political favorites 
as the cheap REA interest rates on long-term loans will not be changed. 

. Atom plant building by AEC. Notwithstanding the economy drive to offset missile ex- 
penditures, there is a good chance that Congress and the administration will agree that 
the AEC should directly build more nuclear power plants. The old Gore-Holifield Bill will 
be dusted off and given a new look with fresh emphasis on the argument that “We cannot 
let Russia get ahead of us in this field.” The AEC hitherto adamant against being diverted 
into power plant business may have to yield ground and go along with Congressmen who 
think that AEC should lead the way in this field. 

. FCC and the telephone companies. Still pending before the FCC are several very impor- 
tant matters affecting the telephone companies. Specifically there is the question of whether 
Bell companies should be permitted to lease private mobile radiotelephone systems. There 
is also the question of allocation frequencies in the microwave area. As to mobile radio- 
telephone, the FCC will probably authorize the telephone company tariffs, notwithstanding 
Justice Department opposition. The microwave radio frequency proceedings, however, are so 
broad and complicated that it is doubtful if the FCC can dispose of this matter entirely 
during 1958 although they have been long pending. 

. State regulation, Continued inflation is bound to result in at least as much rate case activity 
as in 1957, As in the past several years, the increasing disparity between cost and value in 
public utility plant investment will keep up the pressure to examine or re-examine tradi- 
tional attitudes on the cost base, depreciation theories, etc. New state legislation, however, 
is not likely to be forthcoming since 1958 is the “off” year for most of the state legislatures. 

. Accelerated depreciation. The arguments over whether to “normalize” or not to “normalize’ 
income tax expenses for utilities taking advantage of accelerated depreciation deductions 
will continue to occupy the attention of many state commissions. 
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cause there does not seem to be any sub- 
stantial evidence in opposition produced 
before the commission. But the same 
forces which managed to put a Hell’s 
Canyon bill through the Senate last year 
could probably make at least that much 
progress on another federal dam authori- 
zation bill at Nez Perce, or wherever the 
government power bloc decides the dam 
should be built. Such a bill would be 
vetoed, of course, if passed. But that 
would still build up the political issue, 
which is what some of the Congressmen 
seem to have in mind mainly, in any 
event. 


The “economy wave’ and federal 

* projects. This brings up the question 
of whether President Eisenhower’s pre- 
diction of some weeks ago that all cate- 
gories of nonessential federal spending 
would have to be put on the shelf, should 


be taken seriously. Admittedly, the De- 
fense Department will have to be given 
billions more for missile and other defense 
spending than was expected a vear ago. 
But every domestic spending program is 
a sacred cow in the eyes of some members 
of Congress, no matter how bad the inter- 
national situation might appear. 

A year ago President Eisenhower sug- 
gested that the continuation of long-term 
loans by the Rural Electrification Ad- 
ministration at interest rates considerably 
less than the federal government pays for 
its own borrowed funds should be re- 
viewed. Bills to raise REA’s interest rates 
were introduced and got nowhere. The 
chances are more bills will be introduced 
in the next session and they will not get 
anywhere either. REA is too politically 


popular. 
About the only economy likely to 
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occur in this area is the curtailment of new 
lending authority, rather than an increase 
in interest rates on loans to borrowers. 

The Reclamation Bureau and the Army 
Engineers, however, may not get off as 
easily as REA when the budgeteers get 
busy on appropriations for the coming 
year. There are few projects under either 
government agency which could not be 
at least deferred, and there will be strong 
pressure to do that very thing notwith- 
standing regional protests. 


7 Atom plants and the AEC. The buil1- 
¢ ing of nuclear power plants to pro- 
duce electricity for peacetime purposes has 
nothing much to contribute to atomic re- 
search and developments for military 
purposes. If anything, a forced program 
of participation by the AEC in nuclear 
plant building would have the inescapable 
effect of diverting much of its attention 
and energies from strictly defense activi- 
ties. But that is not going to prevent a 
powerful drive being launched in the next 
Congress to put the AEC in the nuclear 
power plant business. 

The old Gore-Holifield Bill, which 
would have required AEC to build a 
number of specified plants, will be re- 
vived in some form or another. The ar- 
gument sure to be used is that, in view of 
the gains made by the Russians in mis- 
siles and satellites, we simply cannot af- 
ford to have Russia get ahead of us in 
this field. 

While there is no demonstrable evi- 
dence that Russia is ahead in this field 
(as far as research and capability are con- 
cerned) such arguments are likely to be 
persuasive. And even the administration 
may have to back-track from its previous 
position that the AEC should not be 
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Politics as Usual in 1958 


4b al ee fact is that despite the pious protestations inspired by the missile 

and satellite controversies, there has been no adjournment of politics 
in Congress. On the contrary, the Democratic majority, considering the 
unbroken trend of special elections and the present, if temporary, ebb tn 
the administration’s prestige for leadership, is confident of gains next fall. 
And in anticipation there has been a general refurbishing of issues, both 
old and new, foreign and domestic. Among the perennial issues, of course, 
is the strong line taken by some members of the majority in favor of 
government power development and critical of big business, especially the 

utility business.” 





pushed by Congress into an atom power 
plant program at this time. Compromises 
may be in order to keep the work of the 
AEC on some sort of an orderly basis. 


8 FCC and the telephone companies. 
¢ There are a number of very impor- 
tant radio frequency matters pending be- 
fore the FCC of considerable concern to 
the telephone industry. One of these is 
the petition of the Bell system to file tar- 
iffs for maintaining private mobile radio- 
telephone systems. This proceeding has 
fallen afoul of an interpretation by the 
Justice Department as to the consent de- 
cree filed in January, 1956, dismissing 
the government’s antitrust suit against 





Bell system control of its manufacturing 
subsidiary, Western Electric Company. 
Under the terms of that decree, Bell 
companies were to confine themselves 
to regulated telephone “common carrier” 
operations. And it is the position of the 
Bell system that the rendering of mobile 
radiotelephone service is a proper adjunct 
of regular common carrier telephone 
service and may be properly rendered un- 
der tariffs filed with the regulatory com- 
missions. The Justice Department takes 
a different view and threatens to go back 
to court if the FCC approves the findings. 
But the basic issue is much broader. 
Other radiotelephone interests are taking 
the position that the telephone companies 


JANUARY 2, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


should not be permitted to enter this field 
of newly developing communication serv- 
ice. The Justice Department agrees and 
argues that it is fostering monopoly to 
permit the telephone companies in this 
line of business. The telephone compa- 
nies reply that you don’t foster monopoly 
by allowing more competition. On the 
contrary, it is argued that barring tele- 
phone companies from this form of com- 
petition would be fostering monopoly. 
On the outcome may well depend the 
future scope of telep'one operations in a 
very important field of communication 
service. This observer feels that the FCC 
will probably go along with the telephone 
companies in this case. The basis for that 
view comes from the stand taken by the 
FCC in an order denying a series of re- 
quests by interveners (manufacturers of 
other types of mobile radio equipment) 
and the Justice Department, to broaden 
the issues and take other action in the 
lease-maintenance case. 


HE commission did agree to postpone 

the proceeding to give the federal 
district court a chance to interpret its 
own consent decree. But assuming that 
the district court throws the ball back to 
the FCC, the outlook is for the commis- 
sion to continue the case on the original 
lines requested by the Bell telephone com- 
panies. The commission said in a ruling 
on the Justice Department’s request that 
it had been “unable to find any basis in 
the specific language of the decree to sup- 
port the contention of Justice and the Pe- 
troleum Industry Electrical Association 
that AT&T is absolutely prohibited from 
engaging in lease-maintenance service, 
regardless of whether the service is sub- 
ject to public regulation.” 
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Another radio frequency proceeding 
before the FCC involves microwave fre- 
quency allocation on which hearings have 
recently been concluded. In this proceed- 
ing both the Bell companies and the 
United States Independent Telephone 
Association are seeking to have the FCC 
define a policy favorable to telephone in- 
dustry participation. This microwave 
question is so broad, however, and com- 
plicated that it is doubtful if the FCC can 
dispose of the matter entirely during 
1958, although it has long been pending. 
Over seventy parties are in the case and 
the hearings have been going on for the 
best part of the year 1957. It will take a 
long time for the commission’s staff and 
the commission to assimilate and draw 
conclusions from the great masses of tech- 
nical testimony, exhibits, and data which 
have been loaded onto the record in this 
case. 


9 State regulation. The year 1958 will 
* be a quiet one in the matter of state 
regulation for the usual reason. It is not 
the year of the “big biennial.” Most of 
the state legislatures do not meet in regu- 
lar session. Only a handful do meet in 
regular session but there probably will be 
a number of special sessions called during 
the year. For this reason we do not expect 
many new state laws on the subject of 
public utility regulation. 

During the past year when all of the 
state legislatures were in session, things 
were also quiet on this front. There were 
three exceptions: In Maine the legislature 
finally enacted a bill long sought by the 
regulatory commission of that state re- 
moving the necessity for it to consider 
reproduction cost or present fair value in 
determining a rate base for public utility 
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rate regulation. It so happened that 
Maine also had a Democratic governor 
in favor of such legislation and the bill 
was enacted. 

Offsetting this, however, was a bill 
moving in the other direction which was 
passed by the Minnesota legislature. This 
now requires the regulatory commission 
to consider replacement value or current 
cost in fixing utility rates. The Minnesota 
commission does not have jurisdiction 
over gas and electric utility rates, how- 
ever. 

Its authority is confined to telephone 
companies and common carriers. 


IX the New York legislature Governor 
Harriman’s attempt to nullify a court 
decision in the New York Telephone 
Company case was again deferred. It 
looks as if the state legislature might 
again refuse to pass Governor Harriman’s 
demand that the New York Public Serv- 
ice Commission be authorized to refuse 
evidence of reproduction cost or replace- 
ment value in determining telephone com- 
pany rates. The fact that the New York 
Public Service Commission decided the. 
recent New York Telephone Company 
rate case without giving any substantial 
effect to reproduction cost evidence may 
now be cited as an argument that Gov- 
ernor Harriman’s proposed legislation is 


not necessary. In other words, the com- 
mission already has the discretion to do 
what Harriman’s bill would force the 
commission to do. 

As far as rate cases at the commission 
level, continued inflation is bound to re- 
sult in at least as much rate case activity 
as in 1957, and that was considerable. 
Furthermore, the increasing disparity be- 
tween cost and value in public utility 
plant investment will keep up the pressure 
on the state commissions to examine or 
re-examine their traditional attitudes on 
the cost base, depreciation theories, etc. 

l Accelerated depreciation. The ar- 

* guments over whether to “nor- 
malize” or not to “normalize” income tax 
expenses for utilities taking advantage of 
accelerated depreciation deductions will 
continue to occupy the attention of many 
state commissions. Although the normal- 
izing practice has gained considerable 
regulatory acceptance at the enacting lev- 
el, the more decisive question of allowing 
for tax expense in actual rate cases will 
lead to a very definite division of opinion. 
But it is not to be expected that legisla- 
tion in Congress to deprive utilities of ac- 
celerated depreciation deductions under 
the 1954 Revenue Act will become law in 
view of the privileges allowed all other 
business corporate taxpayers. 





CCT should be evident to everyone that our schools do not 

I motivate and educate enough youngsters to become profes- 
sionals and that the resultant shortage in trained man power is a 
warning signal which we must not disregard. . . . It 1s time we 
faced up to the fact that few American students at the age of 
twenty-one or twenty-two know as much after a four-year college 
course as most European secondary school graduates know at the 


age of eighteen or nineteen.” 


—REAR ADMIRAL H. G. RICKOVER, 
Chief, naval reactors branch, Atomic Energy Commission. 
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Tax Reform and a Balanced 


Budget 


Explanation of a bill which the author has introduced 
with bipartisan support from a colleague on the House 
Ways and Means Committee. This bill is for tax reform 
and would also moderate taxes in all brackets. 


By THE HonoraBLE ANTONI N. SADLAK* 
U. S. REPRESENTATIVE FROM CONNECTICUT 


come one of the most significant dates 
in the economic history of America. 

On that day the House Ways and 
Means Committee will open public hear- 
ings on a matter that has critical urgency 
for every taxpayer in the nation—the 
pressing, almost desperate need for in- 
come tax rate reform. 

With each passing hour there is fresh 
evidence of how current income tax rates, 
with their steep progression in the middle 
and high income brackets, are exerting a 
crippling effect on the country’s well- 
being. 

Among other devastating results our 
present unrealistic income taxation sys- 
tem has: 


J cameo 7, 1958, could very well be- 


*For additional personal note, see “Pages with 
the Editors.” 
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1. Stifled individual effort by depriv- 
ing the deserving of just rewards for 
hard work and enterprise. 

2. Seriously curtailed the flow of in- 
vestment funds vitally needed for the 
expansion of existing businesses and 
the establishment of new ones. 


3. Contributed, harmfully, to the in- 
flationary pressures bedeviling the 
economy by forcing investment fund 
seekers to depend mainly on bank credit. 


All of this, of course, begs a significant 
question: If things have reached such a 
deplorable state why have we failed to 
take action before? 

The answer lies in many directions, de- 
pending upon the individual American 
mind. 





TAX REFORM AND A BALANCED BUDGET 


But I believe that the principal cause 
of the inaction results from the ob- 
vious fact that the preponderance of the 
people have been numbed into resignation 
by the mental narcotic of the oppressive 
tax burden itself. In other words, they are 
so hard pressed to operate within its nar- 
row confines that they have not had the 
time and energy to stage a massive attack 
against the system. 


N the risk of self-adulation, I like to 
believe, too, that the opportunity for 
fighting a constructive battle by rallying 
behind an economically sound legislative 
measure for income tax rate reform did 
not arise—at least in recent years—until 
I introduced my bill, HR 6452, in the 
Congress last March. 

The enthusiastic response to the bill of- 
fers convincing proof of the past lack of 
a battle standard to unite all forces in a 
determined onslaught on oppressive taxa- 
tion. 

My own conviction that it will have a 
singularly revitalizing effect on the 
economy by restoring true incentives for 
individual effort and will sharply increase 
the availability of venture capital, I am 
pleased to report, is shared by my col- 
league on the House Ways and Means 
Committee, Representative A. S. Herlong, 
Jr., Democrat of Florida, who raised the 
measure to bipartisan status by introduc- 
ing an identical bill, HR 9119. 

In addition, more than 200 important 
business and professional associations, 
hundreds of newspaper editors, and count- 
less thousands of persons in all walks of 
the nation’s life have warmly endorsed 
the measure. 


The measure provides for forward 


scheduling of reductions for all income 
taxpayers, over a period of five years, 
without shifting the burden to other forms 
of taxation and without bringing imbal- 
ance to the budget. 

Through co-ordinated reductions the 
first bracket rate of individual tax would 
be reduced from 20 to 15 per cent, by the 
end of the fifth year of application, and 
the top rate of 91 per cent would be 
brought down to 42 per cent. Corporate 
tax rates would be reduced to 42 per cent 
from the present top of 52 per cent. 


a examples of individual tax rate 

reductions, over the five years, follow: 
$4,000 to $6,000 bracket, from 26 to 17 
per cent ; $8,000 to $10,000 bracket, from 
34 to 19 per cent; $12,000 to $14,000 
bracket, from 43 to 21 per cent; $16,000 
to $18,000 bracket, from 50 to 23 per 
cent; and $20,000 to $22,000 bracket, 
from 56 to 25 per cent. 

This legislation is designed, primarily, 
to moderate the tax impact on individuals 
and on small and growing business, and 
to eliminate the tax barrier to starting new 
businesses. 

The problem confronting these enter- 
prises is entirely a matter of rates. Both 
as regards unincorporated businesses, 
which approximate 84 per cent of the over 
4 million business units in the country, 
and the owners of incorporated small 
businesses, the major tax impediment is 
the system of steeply graduated rates of 
individual tax—the rates which begin with 
22 per cent on taxable income between $2,- 
000 and $4,000, increase rapidly to a rate 
of 50 per cent on taxable income between 
$16,000 and $18,000, and go on up to a 
top rate of 91 per cent. 

The incorporated firms have the addi- 
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TAX REFORM AND A BALANCED BUDGET 


XN first reading, it would appear that 
the reductions would result in a 
“loss” of approximately $3 billion a year 
in federal income tax revenue. Actually 
—and this certainly is one of the com- 
mendable aspects of the bill—the reduc- 
tions can be had without net revenue loss 
and probably with some net gain, if there 
is a continuance of the recent historic 
average of national economic growth. 


For example, under existing tax rates, 
net budget revenues of the federal gov- 
ernment increased more than $11 billion 
in the two fiscal years ending last June 
30th. Some of this increase came from 
inflation which we hope will not be a 
factor hereafter, but even under normal 
economic growth, the annual increase 
should be in the order of $4 billion—or 
enough to absorb the proposed schedule of 
rate reductions, with a billion dollars left 
over. ; 

Certainly, it is reasonable to expect that 
the bill itseli—principally by unleashing 
appreciably large new sums of investment 
funds—will have such a salutary effect on 
national well-being as to insure a rate of 
economic growth to provide a revenue 
surplus. 


Nn we come to the feature of the 

measure that, in my opinion, stamps 
it as one of the most realistic taxation bills 
ever proposed. It has built-in safeguards 
against deficit spending by the federal 
government. 

Should essential needs arise for spend- 
ing above the total of anticipated revenue, 
the President and the Congress have the 
power to postpone the application of the 
rate reductions for up to one year. This 
provision makes it possible to deal with 


any emergency that may develop due to 
defense requirements or other considera- 
tions and, at the same time, retain on the 
legislative books a constructive and basic 
income tax rate reform law. 


5 in postponement provision will per- 
form another extremely important 
function. It will make the administration 
more directly responsible to the taxpayers 
in all budget matters. Certainly, there will 
be far less inclination among govern- 
mental agencies to indulge in expenditures 
for unjustified programs if the financing 
cannot be arranged without bringing 
about a delay in tax rate reductions. The 
taxpayers who take a dim view of such 
use of public funds will be able to direct 
their protests at the agency responsible 
for depriving them—at the eleventh hour, 
so to speak—of their anticipated tax sav- 
ings. 

In accordance with the terms of the bill, 
therefore, the House Ways and Means 
Committee would adopt a related rdle in 
buget making, that of a jealous guardian 
of taxpayer rights and interests. It is my 
conviction that this rdle can best be per- 
formed by the forward scheduling of tax 
reductions. Only in this way can there be 
equal competition as against the forward 
commitments for federal spending. 

In so far as the inflationary pressures 
resulting from the present tax system are 
concerned I am indebted to my colleague, 
Representative Herlong, for his search- 
ing analysis of this phase of the problem 
confronting the economy. 

“Excessive use of bank credit is the 
engine of inflation,” Representative Her- 
long said after completing his study, “but, 
under present circumstances, this engine 
is fueled by the arbitrary restriction on 
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savings imposed by the unfair and un- 
sound tax rates.” 


= support of his contention, Represent- 
ative Herlong listed four principal 
factors, as follows: 


1. Inadequate savings inevitably re- 
sult in excessive reliance on bank credit 
which, when used in substitution for 
new capital out of current savings, can 
only insure a continuing inflationary 
tendency as the cost of economic 
growth. 

2. If, with inadequate savings, re- 
strictions on new bank credit hold down 
the inflationary thrust and hence slow 
up our rate of growth, then the chief 
sufferers are those of our citizens, now 
in the lower income brackets, who stand 
to gain the most from greater produc- 
tion, more and better jobs, and hence 
increase in living standards. 

3. Inadequate savings are a particular 
barrier to the development and expan- 
sion of business, and make it most dif- 
ficult for small business to finance its 
operations and expansion. 

4. Limitation on the formation of 
capital out of current income is especial- 
ly harmful to sections of the country 
which are the least developed indus- 
trially. 

I concur wholeheartedly in Representa- 


tive Herlong’s conclusions. I do not see 
how we can continue to dodge the issue 
of vitally needed income tax rate reform. 
It is already late—very late. We must put 
through, without further delay, an order- 
ly plan for reducing the rates that dis- 
courage and penalize individual effort, 
prohibit adequate savings, and threaten 
the industrial vitality and supremacy of 
our nation. 


I SINCERELY believe that my bill provides 

a focal point for the expression of 
taxpayer interest in using revenue growth 
to reduce excessive income tax rates in- 
stead of to support increased government 
spending. I feel certain that many taxpay- 
ers, both individually and through various 
groups to which they belong, will want to 
express their views on this legislation to 
their own representatives in Congress as 
well as to the House Ways and Means 
Committee, which is to consider HR 6452 
and other proposals for income tax legis- 
lation. I know of no more important pub- 
lic service for any American than to sup- 
port a measure that assures such great 
benefit to our country. 

The table along the left-hand column 
of page 14 illustrates the savings for a 
typical taxpayer (single or married, filing 
a separate return) after deduction and ex- 
emptions, if HR 6452 were adopted. 





¢ by private utilities or any other private enterprises get out of 

line, the law can move to correct matters—and it has done 
that time and time again. We can and do take care of private 
monopolies—either by forbidding them altogether or regulating 
them where local, limited monopolies are necessary to good and 
economical public service, But a political monopoly—such as the 
socialized power groups want—is beyond effective control. It feeds 
and fattens—at the expense of the liberties of the people, as well 


as of their pocketbooks.” 
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—EDITORIAL STATEMENT, 
Industrial News Review. 





A Pioneering Electric Utility 


This is an interesting story by a veteran Hartford, 

Connecticut, newspaperman, still young in years. It 

deals with the Hartford Electric Light Company and 
the development of electric lights. 


By THOMAS E. J. KEENA* 


T was a period of great technological 
change. A new source of energy was 
within the reach of the American peo- 

ple—if they could harness it. There were 
problems—electric officials were confer- 
ring with hostile political circles about 
insurance matters. 

Nineteen hundred and fifty-eight? No, 
this was in the early days of the Hartford 
Electric Light Company, one of the 
pioneers in the industry. It was a day 
when every decision was new, in 1881 and 
thereafter, when Edison’s development of 
the practical incandescent lamp was still 
a novelty. 

Today the company stands as a success- 
ful utility, serving an ever-increasing num- 


*For personal note, see “Pages with the Editors.” 


ber of customers, meeting an ever-increas- 
ing demand. But it still looks gratefully 
back to the inspirational and aggressive 
zeal of the small band who founded the 
company slightly more than seventy-five 
years ago. 

In 1956, on the anniversary of the day 
the Connecticut general assembly granted 
a charter to the company, Austin D. 
Barney, chairman of the board, authorized 
a short history of those first years to be 
published. It contains a striking number 
of firsts that this company has achieved. 

But the casual, soft-spoken New Eng- 
lander is likely to brush aside the firsts, 
as such. “It was a new industry,” he re- 
marks. “If you tried anything, and it 
worked, it was a first.” 
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heed he marvels at was the progres- 

sive spirit of the founders, in par- 
ticular his grandfather, Austin C. Dun- 
ham. It was A. C. and the others in that 
small band who set the pace of inventive, 
experimental drive that the company’s 
later presidents, including Mr. Barney, 
have carried on. 

“A. C. always wanted to try something 
new,” Mr. Barney says with a smile. 
“Everyone was predicting that the com- 
pany would go broke. He had great vision, 
great enthusiasm. He wasn’t an engineer, 
but he had the imagination to see how the 
company should grow.” 

The company is in the midst today of 
compiling a formal history. Two men 
familiar with the company’s past have 
been assigned to collect what records and 
information they can, including the tape- 
recorded memories of some of Hartford’s 
older living residents. 

One of the things that the history is 
bound to show is, in Mr. Barney’s words, 
that “the important thing in any company 
is the outlook of management. The com- 
pany was particularly blessed with A. C. 
He had that type of inquiring mind. Then 
Samuel Ferguson came along and con- 
tinued the tradition.” 

Austin C. Dunham was a versatile 
young man with a background in the 
woolen textile manufacture and merchan- 
dising business when he moved into the 
electric field. Like a number of other lead- 
ing Connecticut citizens, he came from an 
area described generally as “east of the 
river,” the rural and small industrial cen- 
ters of eastern Connecticut. 


— Mr. Dunham, Morgan G. 
Bulkeley, and Samuel C. Dunham, 
president of the Travelers Insurance Com- 
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pany, participated in the founding of the 
Hartford Electric Light Company, there 
was already a company providing some 
service in the city. It was in a precarious 
position, however, and it relinquished its 
assets—principally a contract for some 
arc lighting on the Sir Humphrey Davy 
principle and a few tubular boilers—to the 
new company. 

The arc lights had been sold at what, to 
Mr. Dunham, seemed an exorbitant price. 
Commercial customers who wanted to en- 
hance their sales prospects in the Christ- 
mas season, ordered them installed, the 
total reaching about 100 in the downtown 
area. 

Frugally, they returned them in other 
times of the year, so there would be 
less than half that number in use in the 
summer. 


HARACTERISTICALLY, as Mr. Barney 

observes, Mr. Dunham thought this 

was wasteful. He reasoned that to sell all 

you can, you should make the price as 

cheap as you can, then sell more so that 
you can make the price cheaper. 

“It was a modern concept for those 
times,” Mr. Barney recalls. 

Mr. Dunham acted on it. He cut the 
price of arc lamps until the customers no 
longer thought it was worth while to re- 
duce their use. The customers approved 
highly ; others in the industry did not. 

“T am aware that you have little knowl- 
edge of electric lighting and no experi- 
ence,” angrily wrote the president of an- 
other company to Mr. Dunham. “But I 
wish to say to you that if you persist in 
the sale of light at the prices you now use, 
you will soon learn that you will not only 
ruin your own company, but the rest of us 
as well.” 
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A PIONEERING ELECTRIC UTILITY 


M* DuNHAM moved aggressively to 
promote the use of lights. He staged 
a public exhibition of electric lighting at 
the city’s railroad depot on April 7, 1883. 
It drew favorable comment. Out of it 
came a number of buyers—the company’s 
first contracts, at $200 a year, included a 
saloon, a bakery, drugstores, a hotel, a 
carriage factory, an armory, and the rail- 
road station. 

What other ways could be found to sell 
this new form of lighting? It was a stand- 
ing joke in Hartford in those days that 
passers-by on Pearl street would remark 
of the company’s offices: “There sits Mr. 
Dunham, dreaming.” 

One dream involved showing the city 
that electric lights were practical for street 
illumination. The board of aldermen was 
hostile and it took some persuading. But 
eventually the city agreed to an experi- 
ment over a mile of downtown streets. 
Each arc lamp would replace six gas 
lights. 

The demonstration, despite a gap where 
gas lamp distribution had been different, 
showed a convincing contrast in effi- 
ciency. Nevertheless, there was still a 
wrangle, as the city began paying about 
$16,000 a year for electricity. Six years 
later, by 1890, the contract was up to 


€ 


$40,000 a year, and Hartford was re- 
garded as the best-lighted city in the East. 


den growing use of electricity caused 
other problems. Shortly after the 
public demonstration in 1883, and the rush 
of contracts thereafter, The Hartford 
Courant reported that “Officials of the 
light company met with the local board of 
underwriters on the question of insur- 
ance in buildings using electric lights.” 
Not all experiments worked out well. 
On July 23, 1890, one of the first night 
baseball games in the country was played 
in Hartford. It sounded like a good idea; 
the electric officials assured everyone it 
was feasible, and The Courant theorized: 


The novelty of a game of baseball by 
electric light will attract all the lovers 
of the game, as well as many who seldom 
see it by sunlight. Business frequently 
keeps away hundreds during the day, 
who will be only too glad to take the 
opportunity to see a game after the 
business of the day is done. 


The promoters took no chances. A 
regular game was played in the afternoon, 
and as an extra added attraction at night 
—ah, there, Larry MacPhail—several 
cornet solos were scheduled. 


“Ir was a period of great technological change. A new source 

q of energy was within the reach of the American people — if 
they could harness it. There were problems—electric officials 
were conferring with hostile political circles about insurance 
matters. Nineteen hundred and fifty-eight? No, this was in the 
early days of the Hartford Electric Light Company, one of the 
pioneers in the industry. It was a day when every decision was 
new, in 1881 and thereafter, when Edison’s development of the 
practical incandescent lamp was still a novelty.” 


19 
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The game drew well, all right, over 2,- 
000. But The Courant and the fans were 
disenchanted. The Courant headlined its 
account: “Playing in the Dark: This 
Game of Ball Was Out of Sight.” 

“Tf intended as a burlesque,” said the 
reporter who covered the game, “it was a 
great success. Viewed in any other light, 
it was a dismal failure.” 

Few technical details were carried in 
the account. All that was said was: “High 
poles were placed around the field, it was 
poorly lighted, and a large ball was put 
in.” Not even a Hartford victory ap- 
peased the crowd. 


ee sdamaen the company was racing 
to keep up with technical develop- 
ments. It looked into all reports of ad- 
vances, permitted manufacturers to make 
experimental installations, and moved 
swiftly to find better and cheaper ways to 


provide service. 
“The entire machinery of the Hartford 


Electric Light Company used for the de- 
velopment of electric current, if we ex- 
cept the hydraulic machinery, changed en- 
tirely five times in twenty-five years,” Mr. 
Dunham later reported. 

Among the firsts recorded by the com- 
pany: 

The first transmission (1893) of three- 
phase alternating current at high voltage 
(4,000 volts) for any considerable dis- 
tance (11 miles) from a hydroelectric 
plant on the Farmington river. The hydro 
plant was the first in the East. 

The first storage battery used to hold 
hydro power for heavy lighting loads 
(1896). 

The cooling of transformer oil by cir- 
culating it through pipes in the river 


(1896). 
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The first placement underground of all 
wires in the central business district of a 
city (1896). 

First use of steam turbines to drive 
generators (1901). 

First use of aluminum as conductors in 
transmission lines (1899). 

First commercial power generation by 
mercury boiler producing 10,000 kilowatts 
(1928). 


A KEY figure in these technical develop- 
ments was Professor William Lis- 
penard Robb. In 1892, Dunham, aware 
of his own nontechnical background, 
asked Robb, who was a professor of elec- 
trical engineering at Trinity College in 
Hartford, to be a consultant on advances 
in the industry. 

The relationship with the Hartford 
Company continued until Dr. Robb’s death 
in 1933, when he was dean of engineering 
at Rensselaer Polytechnic Institute. One 
of his earliest contributions was a study 
of European hydro stations and advice on 
the development of the Rainbow plant of 
the Hartford Company on the Farmington 
river. 

The Rainbow plant has contributed its 
share to the history of the company. An 
anecdote reported as legend by the his- 
torians today, but related by Mr. Dunham 
himself in one account, concerned a visit 
by C. P. Steinmetz. 

Steinmetz was only one of General 
Electric’s people who paid visits to the 
Hartford installations, where so many 
novelties were on trial. “He went to Rain- 
bow to test the power with the crude 
methods then known; namely, by the use 
of an iron wire running into the raceway 
and thence into the powerhouse, which he 
inadvertently trifled with, and had what 
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The Ferguson Tradition 


aa, be FERGUSON, who became president in 1924, had an intense belief 
in public relations. He believed that ‘Good service without good 
will cannot mean success, although with good will firmly established, there 
may at times occur shocking lapses without any particular damage.’ He 
appeared to speak for his company whenever anyone was called. He 
listened sympathetically to customers. He urged upon others in the indus- 
try policies he was convinced would help them all. A pretty good economist, 
aware of social responsibility and philosophy, he carried on the ideas of 
A. C. Dunham directed toward selling more and more at lower prices.” 





seemed to us a most miraculous escape,” 
ran Mr. Dunham’s account. 

Assisted to his carriage, he left Hart- 
ford never to return, the company’s his- 
tory dryly notes. 


Sve use of electricity for lighting only 

annoyed Mr. Dunham. He reasoned 
that industry, too, should be using this 
energy, and would be a better market. At 
the same time, unless he could dispose of 
the daylight production of hydro power, 





it was only a waste by-product. There- 
fore, he decided, he could afford to sell it 
cheaply. 

Offering a low industrial rate—and 
again alarming his competitors—Mr. 
Dunham approached the Billings & 
Spencer Company in Hartford in 1900 to 
work out a contract to substitute electricity 
for their steam power with belting. It took 
talking, but by 1902, the arrangement was 
firm. 

The contract specified that Billings & 
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Spencer could not possibly lose, by con- 
trast with what their own steam generation 
would cost them. It worked into a plan 
whereby the two companies set a price 
based on metering, with the rate going 
down as use went up. 

“That contract was a startling innova- 
tion in the industry,” observes Mr. 
Barney, “but it is an example of the way 
A. C. was promoting use of the energy.” 

Another example is the Dunham elec- 
tric range. Mr. Dunham was convinced 
that more homes should use electric power 
for cooking and other duties. Finding no 
such animal, he designed one himself in 
1908. 

“Tt carried out the concept of the all- 
electric home that he had had as early as 
the 1890’s,” Mr. Barney remarks. It had, 
however, drawbacks. Although it included 
a broiler, cooker, and roaster, and sold for 
$40, the range weighed about 1,000 
pounds. 

It used two General Electric 500-watt 
cartridges to heat the left burner, one to 
heat the right burner, and four in the 
oven. Three heats were provided. Two- 
foot candle power pilot lamps were used 
so that when any part of the range was 
operating, they were lighted. The range 
operated on 110-volt circuits, either al- 
ternating or direct. 


” the range sounds like an oddity, the 
cost of living was more so. Tests made 
in 1908 to calculate promotional informa- 
tion showed that a corned beef and cab- 
bage dinner for eight cost 24.1 cents— 
including potatoes, carrots, parsnips, tur- 
nips, two large loaves of bread, two fruit 
puddings, two apple pies, four dozen bis- 
cuits, and one dozen raised biscuits. 
Before the range—patents for which 
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were turned over to General Electric— 
was completed, Mr. Dunham had an em- 
ployee try cooking with light bulbs. A bean 
pot was placed in a paper pail, insulated 
with fiber glass and other materials, and 
a light bulb inserted through an insulated 
cover. 

By 1912, Mr. Dunham was ready to 
step down. He was not looking for a rest, 
however. It’s a family tradition, recalls 
Mr. Barney, that the pioneer of the in- 
dustry was interested in learning to fly 
in 1914, Meanwhile, he had been saluted 
by a grateful board of directors as one 
who had found electricity a luxury and 
left it a necessity. 

In his last year with the company, he 
had taken the step of inviting a young 
engineer of Connecticut background to re- 
turn to the company. The engineer had 
served briefly as a lineman while he was 
attending Trinity College. In the inter- 
vening years, he had compiled an interest- 
ing record in research at the General Elec- 
tric Schenectady laboratory. 


. ne FERGUSON rejoined the com- 

pany in 1912 as a vice president. As 
Sam G. Dunham, the founder’s brother, 
took over the president’s duties, Mr. 
Ferguson busied himself with new ac- 
counting systems, plant surveys, and rate 
schedules to meet the requirements of the 
newly organized state public utilities com- 
mission. 

As a result of these studies, he worked 
out the first truly promotional residential 
rate. He was trying to promote the use of 
appliances for cooking and heating that 
had been developed. But the processes 
were so expensive that the new appliances 
were a luxury, and separate meters were 
no help. 
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In January, 1922, the company estab- 
lished a rate system based on a flat charge 
depending on the floor area of a home, 
and a kilowatt-hour charge for energy 
consumed. In that way, it eliminated 
separate meters and much special wiring. 
It opened the way to reduced rates for 
additional consumption. By 1926, aver- 
age residential rates were going down all 
over the country. 

“Sam Ferguson, like A. C., was a man 
of vision and courage,” recalls Mr. 
Barney, who was with the company dur- 
ing much of Mr. Ferguson’s tenure. It 
was Mr. Ferguson who took the decision 
in 1921 to build the new South Meadow 
plant, with the first unit having a 20,000- 
kilowatt capacity. 

“That was quite a jump. It was as big 
if not bigger, than putting in a 100,000- 
kilowatt unit today. For that time, it was 
a great venture. At the same time, he was 
doing things without overextending the 
company’s capital position. He believed, 
as A. C. had, that the customer, the em- 
ployee, and the stockholder each was en- 
titled to share in the advances of the com- 
pany. Neither of them fussed about dol- 
lars much. As a result, the company’s al- 
ways been in the black.” 


M:* FerRGusoN, who became president 
in 1924, had an intense belief in 
public relations. He believed that ‘Good 
service without good will cannot mean 
success, although with good will firmly 
established, there may at times occur 
shocking lapses without any particular 
damage.” 

He appeared to speak for his company 
whenever anyone was called. He listened 
sympathetically to customers. He urged 
upon others in the industry policies he 


was convinced would help them all. 

A pretty good economist, aware of 
social responsibility and philosophy, he 
carried on the ideas of A. C. Dunham di- 
rected toward selling more and more at 
lower prices. At the same time, he investi- 
gated techniques of improving service. 
One idea he pushed was the Connecticut 
Valley Power Exchange. 

This was not a new concept. But the 
completion in 1925 of interconnection be- 
tween the power systems of Hartford and 
Springfield and Turner Falls, Massa- 
chusetts, was a radical improvement. It 
meant tying in the water-power genera- 
tion of Western Massachusetts Electric 
with the Hartford system to insure 
greater reliability and produce savings in 
efficient power pooling. In World War 
II, men trained in the system took its les- 
sons far afield. 

In 1933, the Hartford Electric Light 
Company won the Coffin Award under his 
leadership. In that year, the company had 
reduced rates, improved service, main- 
tained its force of employees without pay 
cuts, paid its regular dividend as it has 
every year since 1894, offered credit to 
hard-pressed customers, and was provid- 
ing a year’s trial in homes of electric 
ranges at a weekly rental of 30 cents. 


M®* FERGUSON was succeeded in 1946 

as president by the man who had 
been general counsel of the company since 
1928. Mr. Barney had been active in civic, 
welfare, and other activities. He had 
served two terms in the state senate, has 
put in long service as president of the 
Connecticut Public Welfare Council, and 
most recently has been interested in water 
conservation in the Connecticut river 
basin. 
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He compares the electric industry to- 
day in part with those interests. “I swear, 
we're just as vital today as drinking 
water,” he remarks. “Maybe as food sup- 
ply. The phenomenal growth of the busi- 
ness has been more than anyone dreamed 
of. It gives you the horrors sometimes, 
when an ice storm hits, for instance.” 

In an industry that he feels has now 
reached maturity, continuity of service is 
a major item in Mr. Barney’s creed. But 
he does not lack the inquiring spirit of 
his predecessors. He has pursued pros- 
pects of technical_and economic improve- 
ments. 

Atomic energy, of course, is preparing 
a revolution. The Hartford Electric Light 
Company was one of the first companies 
at the end of World War II to join a study 
group to see how its benefits might be 
brought to the customer. It is a participant 
in the construction of the Yankee Atomic 
Electric plant at Rowe, Massachusetts, as 
is its sister, the Connecticut Power Com- 
pany, of which Mr. Barney is now presi- 
dent. 


AS chairman of the board of the Hart- 
ford Company, Mr. Barney also took 
an active interest in promoting closer co- 
operation among Connecticut companies. 
As a result, in 1954, four Connecticut 
utilities, including both Hartford and 
Connecticut Power, signed a declaration 
of policy to co-ordinate plans for the in- 
stallation of new generating capacity. 
“That was a new concept,” Mr. Barney 
concedes, “treating the installation of new 
generating capacity on the basis of what 
the entire state needs. It permits bigger 
units to be installed, with each company 
taking a piece of one until the installing 


company needs it all. We think it’s a 
unique arrangement.” 

The Connecticut Valley Power Ex- 
change is being strengthened, too. Mr. 
Barney, firmly convinced that the trend 
to co-operation in the industry is healthy, 
thinks that interconnection must be 
adapted to more centralized control and 
dispatching. 

Nationally, Mr. Barney is one of the 
most vigorous proponents of an aware- 
ness to political challenge. Speaking as 
president of the Association of Edison 
Illuminating Companies in 1956, he 
warned fellow utility executives: 


We are completely organized in all 
respects to meet the technological and 
economic problems of the industry. We 
need have no fear of such problems so 
long as we maintain our efforts in those 
directions. Today the principal threat 
to the welfare of our industry—a threat 
as well to our entire system of free 
enterprise, the free society, and the 
individual—is the changing political 
philosophy of the last half-century. 


B” Mr. Barney is no gloom spreader. 
He has pride in the accomplishments 
of the industry and of his own company. 
He looks back to the vigor and aggressive- 
ness of the founders for inspiration. His 
directors’ room at the new Connecticut 
Power Company offices in Wethersfield is 
lined with sleek Korina plywood, has an 
elliptical conference table of selected wal- 
nut on three pedestals that reflects the best 
of contemporary design, is equipped with 
quiet decorations and conveniences. But 
it also has, at one end, a solid and sub- 
stantial fireplace. 
“T had them put that in,” he remarks. 
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THE MAILBAG 


Approves Vogel’s Article 


I your June 7, 1956, issue, you published 
an article “The Sale of Off-peak Power,” 
by Mr. Orrin S. Vogel, director of economic 
research, Florida Power Corporation. 

To me, the importance of Mr. Vogel’s 
1956 article was the inference that it is not 
only the privilege but the duty of manage- 
ment, to sell as much of its reserve capability 
as is possible—for service to off-peak power, 
meaning loads that can be completely inter- 
rupted at the will of the company. This 
lengthening of hours’ use of the production 
and distribution capabilities markedly in- 
creases the “investment efficiency” of the 
utility operation. 

As you know, the index of “investment 
efficiency” is “kilowatt-hours per year de- 
livered to the franchise territory per dollar 
of plant investment” and was originated by 
Mr. Charles Coffin in 1925 for use ina series 
of addresses to the leaders of our industry 
under the title “Improve Your Investment 
Efficiency to a Parity with Your Engineering 
Efficiency.” 

The genesis of the accomplishments to 
date of the Florida Power Corporation dates 
back to 1941 when it was the privilege of our 
firm to collaborate with former President 
Higgins in the development of a long-range 
plan for improvement in “investment effi- 
ciency.” ... 

By January 1, 1956, the interruptible phos- 
phate mining load had grown to 40,500 kilo- 
watts, the controllable water-heating load had 
reached the highly gratifying saturation of 
nearly 50 per cent (amounting to 60 to 70,- 
000 kilowatts), the off-peak furnace load had 
grown to 30,000 kilowatts (with 80 per cent 
to 100 per cent additions thereto under nego- 
tiation), and several hundred highly profit- 
able controllable electric space-heating loads 
had been obtained. 

On January 1, 1956, the total capability 
of the 13 steam, hydro, and internal combus- 
tion plants of the Florida Power Corpora- 


tion amounted to 468,713 kilowatts with 
which, including the controllable demands of 
their off-peak phosphate mine and chemical 
loads, they supplied a summation of class de- 
mands totaling 462,000 kilowatts. This indi- 
cates the provisional commitment of prac- 
tically 100 per cent of their reserve capability 
which latter is designed to average about 18 
per cent or—80,000-90,000 kilowatts, the ap- 
proximate sum of the maximum interrupti- 
ble demands of only the phosphate mine and 
chemical plant loads. 


The end result of the foregoing was that 
the “investment efficiency” of the company 
stood at 14.7, which is higher than that of 
any other utility we know of, with com- 
parable ’46-’56 plant growth and—more im- 
portantly—is probably 25-30 per cent higher 
than this all-important index would have 
been if the foresight of former President 
Higgins had not been so successfully carried 
forward by his successors. 

I have deliberately awaited making com- 
ment on Mr. Vogel’s article until it had be- 
come evident that—at the industry level— 
the investment efficiency of our electric utili- 
ties had reached its peak in the 1932-195x 
ascending half of the current economic cycle. 

Whether the growth of kilowatt-hour 
sales, which the past decade has so gener- 
ously given our utility industry, is now level- 
ing off, as indicated by the lowering rates of 
increase in residential and industrial sales— 
57 over 756, we do not know. . . . The 
present index trends can only result in a low- 
ering of the industry’s “investment efficien- 
cy.” Reversal of these trends can best be 
accomplished by management heeding Mr. 
Vogel’s remarks and translating them into 
aggressive action on a carefully co-ordinated 
plan of rate, area development, and sales 
policies—based upon and guided by com- 
petent economic research, 


—WILLIAM S. LEFFLER, 
Engineers Associated, 
Darien, Connecticut. 
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New Type Atom Plant 


HE Atomic Energy Commission has 

announced it has received a proposal 
from a team of industrial firms for con- 
struction of an atomic power plant that 
would be the first of its type in the United 
States. The proposal was made by the 
Pennsylvania Power & Light Company 
and the Westinghouse Electric Corpora- 
tion. Actual construction of such a plant 
would be contingent on whether research 
and development on the project, during 
the next two years, indicate that a go- 
ahead is justified. 

The plant, if built, would have a gener- 
ating capacity of from 70,000 to 150,000 
electrical kilowatts, and a capital cost of 
approximately $57 million. It would be a 
so-called “homogeneous” type of reactor, 
meaning that fuel and coolant material are 
mixed together homogeneously. And it 
would operate on a so-called “thorium- 
uranium cycle,” meaning that both tho- 
rium and uranium would be used as fuels. 

“This is the only nuclear power project 
in the United States dealing with a single- 
region slurry reactor system based on the 
thorium-uranium cycle,” said AEC. Un- 
der their proposal, the companies ask 
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Washington and 


the Utilities 


AEC for $7.3 million to finance research 
and development during 1958-59, after 
which a decision would be reached whether 
to go ahead with construction. They ask 
additional amounts not to exceed $18 mil- 
lion for research during any actual con- 
struction and during the first five years of 
operation. 


* 


Economy Ax Feared 


Be peeemiene expected in 1958 have been 
protested in advance by the National 
Rivers and Harbors Congress. Senator 
Neuberger (Democrat, Oregon) has sup- 
ported this position. Protests have been 
lodged with President Eisenhower and 
Vice President Nixon anticipating slashes 
in the budget affecting Army Engineers’ 
projects, particularly rivers and harbors 
fund requests. The Rivers and Harbors 
Congress is headed by members of Con- 
gress from both parties. Its president is 
Representative Brooks (Democrat, Loui- 
siana). 

There are already reports of a “no new 
starts” policy in connection with the 
budget for fiscal 1959. Army river proj- 
ects, according to the report, may be 
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slashed by some 20 per cent. In its letter, 
the Rivers and Harbors Congress de- 
clared: “We feel that the U. S. did not lag 
behind Russia in launching missiles and 
satellites because it was appropriating 
funds for a reasonable program of water 
resources development. We also feel that 
we shall not hasten the launching of 
American . . . missiles by abruptly halting 
or crippling our public works program.” 
The Rivers and Harbors Congress sug- 
gested that if cuts must be made they may 
be made in “less essential areas of the 
budget.” It suggested that domestic re- 
source development be given priority. The 
Budget Message will go to Congress in 
about a month’s time. 

Senator Neuberger cited past rapid tax 
amortizations as a support for power and 
water resource development. He said: 


The administration has in the past 
recognized the significance of water- 
power projects for national strength by 
granting fast tax write-off privileges 
which have been defended precisely as 
emergency measures to induce a shift of 
national resources into such projects. 


He questioned whether the administra- 
tion could defend the position that indus- 
try could afford to build power projects 
such as John Day dam, but the govern- 
ment could not. 


6 ten Interior and Agriculture depart- 
ments are also likely targets for ex- 
pected sharp reductions in nondefense 
spending for the next fiscal year, accord- 
ing to Washington rumor. Interior Secre- 
tary Seaton refused to comment on such 
reports because the Budget Bureau was 
still working on the budget to be presented 
to Congress this month. Seaton hinted, 
however, that his conference last month 
with Wyoming Governor Millard Simp- 
son was for the purpose of discussing 
whether any new reclamation starts will 


be allowed for fiscal 1959. Funds for 
Flaming Gorge dam, part of the Upper 
Colorado reclamation project, are re- 
ported to have been omitted from the new 
budget. 

As far as the Rural Electrification Ad- 
ministration is concerned, the economy 
cut may take the form of reduced lending 
authority, rather than any change in inter- 
est rates on loans. For more than a year 
the administration has been critical of the 
low interest rate (2 per cent) on REA’s 
long-term loans for both rural electrifica- 
tion and rural telephone operations. Two 
bills on the subject have appeared in Con- 
gress but the political popularity of REA 
is such that chances of this legislation are 
not bright. 

And so, despite the fact that REA is 
lending money at a cheaper rate than the 
government itself can borrow it, no early 
change in the 2 per cent rate is expected. 
Instead, it is believed that the government 
might save more money immediately for 
this nondefense operation if the size of the 
appropriation for new lending authority 
in both the rural electrification and rural 
telephone fields is reduced. This would 
enable Congress to divert funds to defense 
spending in the coming fiscal year. 

How much of a cut REA will take in 
its new budget is still in the process of 
settlement at the White House level. 
Whether Congress will go along with 
such cuts is another question mark. In the 
past the House has repeatedly increased 
the administration’s budget request for 
REA budget funds. 


° 
Memphis Case Upheaval 


A REVIVAL of determination to seek 
changes in the Natural Gas Act at 
the next session of Congress seemed to be 
the reaction of natural gas pipeline and 
producing interests in the recent decision 
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of the U. S. circuit court of appeals for the 
District of Columbia in the Memphis case. 
In this decision the court has ruled that 
after nineteen years the Federal Power 
Commission has wrongfully been constru- 
ing that part, § 4(d), of the act which au- 
thorizes the filing of increased rates. 

The court now holds that unless a pipe- 
line company, serving distributors under 
contract, has fully negotiated consent 
agreement with all of its customers to a 
rate increase it may not file under § 4(d), 
but must proceed under the slower and 
more uncertain method of obtaining a 
complete FPC review of a proposed rate 
increase under § 5. Meanwhile, the pipe- 
line is deprived of the relief of obtaining 
an effective rate increase under bond after 
five months of a suspended increase. 

Pipeline interests rather than distribu- 
tors are most provoked at the Memphis 
decision. But there is uneasiness through- 
out the gas industry because of the confu- 
sion and upheaval caused by the court’s 
decision. 


a is at least a reasonable doubt 
that the U. S. Supreme Court will 
uphold the circuit court of appeals; at any 
rate, the FPC seems to think so. FPC 
Chairman Kuykendall announced that the 
commission had decided to petition for a 
review of the circuit court’s decision. Kuy- 
kendall stressed the major importance of 
the decision because it requires such radi- 
cal adjustment of the rate procedure over 
that which was thought to be provided by 
the Natural Gas Act and which has been 
in use for many years. 

Chairman Kuykendall further stated 
that, in the commission’s opinion, the ef- 
fect of the decision will be adverse to con- 
sumers, because the financial stability of 
many pipeline companies may be impaired 
or destroyed, thus hampering or perhaps 


terminating existing service and prevent- 
ing continued and necessary expansion of 
the industry. 

Meanwhile independent natural gas 
producers, with rate schedules on file with 
the FPC, will appear before the commis- 
sion early this month to present basic evi- 
dence relating to natural gas rates in the 
various producing areas of the country. 
The decision to hold such hearings re- 
sulted from a 1955 investigation by the 
FPC of rates of independent producers 
selling gas to Tennessee Gas Transmis- 
sion Company. 

At the suggestion of the FPC staff, the 
producers involved agreed to brief and 
analyze all producer gas rate schedules on 
file with the FPC. The object was to make 
available to the commission evidence as to 
rates, charges, terms, and conditions un- 
der which natural gas is sold in the several 
producing areas. The information has now 
been complied and will be presented at 
hearings which are scheduled to begin 
January 7th. 


A* such producers will be given oppor- 
tunity to present their own analyses 
of rate schedule data and to present evi- 
dence relating to a theory or theories of 
rate fixing for sales of natural gas by in- 
dependent producers. This will include 
evidence of a general economic or account- 
ing nature, but not evidence applicable 
only to the cost of service or form and 
level of rates of any particular producer. 

The producers involved in the proceed- 
ings are Champlin Oil & Refining Com- 
pany, Fort Worth, Texas; Pan American 
Petroleum Corporation, Tulsa, Okla- 
homa; Continental Oil Company, Hous- 
ton; Western Natural Gas Company, 
Houston; Sinclair Oil & Gas Company, 
Tulsa; and Tidewater Oil Company, 
Houston. 
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Telegraph 


REA Advisory Group Meets 


y p< telephone advisory committee of 
the Rural Electrification Administra- 
tion met for a two-day session in Wash- 
ington, D. C., early last month. It was the 
second meeting of the advisory group, 
which was set up to consult with REA 
officials on problems affecting rural tele- 
phone borrowers. 

The committee expressed general satis- 
faction with present REA policies, al- 
though some possible changes were dis- 
cussed. The group did not go into the 
matter of a change in interest rates on 
REA loans, but confined its discussions 
to operating problems. 

Competitive bidding on station operat- 
ing equipment, now required by REA, 
was the subject of much debate at the 
two-day conference. REA Administrator 
Hamil admitted that there was something 
to be said for the point of view that bor- 
rowers be permitted to accept a negotiated 
bid if they choose. Whichever method is 
used, REA’s final approval would still be 
necessary. 

A final agreement on this subject re- 
mains to be worked out. 

The committee’s suggestion that REA 
and borrowers encourage the consolida- 
tion of small telephone properties met with 
no opposition. The problem of the small 


29 


uneconomic unit has been with REA since 
the inception of its telephone loan pro- 
gram. 

Other topics discussed at the conference 
included the question of refinancing and 
the encouragement of seminars and college 
courses on telephony. The committee ap- 
proves REA’s present policy of refinanc- 
ing only where security is provided by a 
first mortgage. The group recommended 
that REA review ratio requirements in 
the mortgages which may be affected by 
the Federal Communications Commis- 
sion’s recent revisions in station account- 
ing procedures. 

Latest statistics on REA’s telephone 
program reveal that as of the end of Octo- 
ber, 1957, there were 205 co-operative and 
363 commercial borrowers. Since June 30, 
1956, only nine co-op borrowers have been 
added; by contrast, since the same date, 
there have been 93 new commercial com- 
pany borrowers. 


* 


Excise Taxes 


SPECIAL federal-state committee rec- 
ommended last month that the states 
take over part of the federal telephone ex- 
cise tax as the first step in a long-range 
plan to split up central government pro- 
grams and revenues. In exchange for this 
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source of income, the states would take 
over federal programs for vocational 
training in agriculture, home economics, 
trades and industry, distributive occupa- 
tions, and fisheries. 

The proposal was outlined in a report 
by a 16-member committee of federal offi- 
cials and state governors, created last sum- 
mer after President Eisenhower’s sugges- 
tion at the Governors Conference that the 
states should assume more responsibility 
for programs dealing with local problems. 
Under the plan, the 10 per cent federal tax 
on local telephone service would be cut to 
6 per cent and the states would impose a 
4 per cent levy of their own. This would 
cut federal revenues by $148 million 
annually and make the money available to 
the states. The 10 per cent federal tax on 
long-distance calls, which nets the govern- 
ment $280 million annually, would not be 
affected. 


HE report of the committee was deliv- 

ered to the President and to Governor 
William G. Stratton of Illinois, chairman 
of the Governors Conference. Although 
administration spokesmen have indicated 
the proposals are being studied, events 
subsequent to last summer’s Governors 
Conference may delay any serious attempt 
to put them into effect. At the time the 
President made his suggestion, there were 
indications of a federal budget surplus and 
talk of a tax cut. The anticipated increase 
in funds for national defense next year is 
likely to make the federal government less 
willing to give up some of its revenue 
sources. 

There was apparently no thought on 
the committee of abolishing the tax on 
telephone service altogether. Both the Bell 
system and the independent telephone in- 
dustry maintain that repeal of the tax, en- 
acted as a wartime measure, is long over- 
due. 
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Telegraph Roundup 


secon Union reports that it ex- 
pects its 1957 revenues will exceed 
the record set in 1956 when the quarter- 
billion dollar mark was passed. The com- 
pany’s revenues have increased more than 
$80 million since Walter P. Marshall be- 
came president nine years ago. 

Revenues from telegraph money order 
services in 1957 exceeded $18 million, the 
largest in Western Union’s history, ac- 
cording to the company’s year-end review. 
More than $600 million was transferred 
through this service during the year. 

One of the major developments in the 
company’s recent history has been the 
growth of leasing private wire telegraph 
systems to industry and government. Last 
year the revenues from such service 
reached an annual rate of $38 million, an- 
other all-time high. Sparked by increasing 
use of such systems for integrated data 
processing (IDP) and management con- 
trol purposes, many new private wire sys- 
tems were installed and others expanded. 
Among the large IDP systems engineered 
by Western Union in 1957 were those for 
Liberty Mutual Insurance Company, 
Reynolds & Company, Boeing Airplane 
Company, and Clark Equipment Com- 
pany. 

Other private wire systems put into 
service during the year included those for 
Blue Cross Hospital Service Plans; Mer- 
rill Lynch, Pierce, Fenner & Beane; Fire- 
stone Tire & Rubber Company; North 
American Van Lines, Inc.; National Dis- 
tillers Products Company; The Carpenter 
Steel Company ; Railway Express Agency, 
Inc.; Trans American Freight Lines, 
Inc. ; Moore Business Forms, Inc. ; Pacific 
Intermountain Express Company; Con- 
vair division, General Dynamics Corpora- 
tion; California Highway Patrol; and 
United Press. 
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Applying the latest technique to its own 
operations for management control pur- 
poses, Western Union inaugurated a na- 
tion-wide integrated data processing sys- 
tem in 1957. It uses the regular public 
message network for the automatic, high- 
speed transmission of its own payrolls, 
equipment inventories, and other statisti- 
cal information from every major city. 
After they are processed through business 
machines, the data are flashed by wire to 
field and management officials, making 
possible better operating efficiency and 
more effective management controls. 


yo Union extended its radio 
beam network westward to Chicago 
in 1957. The network links New York, 
Philadelphia, Washington, Pittsburgh, 
and the extensions to Cincinnati and Chi- 
cago will be in operation early this year. 
This will provide immediately about 1,000 
additional telegraph channels for leasing 
to industry and government. Tower sites 
are being acquired for microwave radio 
routes to Indianapolis, St. Louis, and 
Kansas City, as well as Cleveland, Toledo, 
and Detroit. 

Desk-Fax, the compact facsimile tele- 
graph machine, with which businessmen 
can send and receive their telegrams in- 
stantaneously by merely pressing a button, 
was installed in the offices of additional 
thousands of companies, with 33,000 to be 
so equipped at an early date. Since another 
22,000 companies are equipped with tele- 
printer (printing telegraph) machines, 
about 55,000 companies have direct wire 
connections with central telegraph offices, 
providing increased speed and efficiency in 
sending and receiving telegrams. 

Closed circuit facsimile systems, called 
Intrafax, were leased to additional busi- 
ness, government, and military users to 
send intraorganizational communications 


in “picture” form. This service, only four 
years old, is now producing leased reve- 
nues at an annual rate of more than $1 
million. 

The number of Western Union share 
owners has increased more than 65 per 
cent since the 4-for-1 stock split on May 
17, 1955. The quarterly dividend was 
raised from 25 to 30 cents a share, effec- 
tive July 15, 1957, the third increase since 
1950. 

+ 


Employee Stock Purchases 


HE executive board of the AFL-CIO 

Communications Workers of Amer- 
ica has approved in principle the practice 
of stock purchases by workers in the in- 
dustries where they are employed. The 
board, meeting in Atlantic City last 
month, directed CWA President Joseph 
A. Beirne to study a proposed stock issue 
by the American Telephone and Tele- 
graph Company amounting to some $720 
million in convertible debentures. The 
company’s stockholders will act on the 
proposal this month. 

About seven million shares of the pro- 
posed new stock issue would be offered to 
Bell system employees to purchase over a 
period of time. Beirne was directed to 
analyze the action to be taken by the com- 
pany’s stockholders at its mid-January 
meeting and to take whatever action he 
may deem necessary to follow through on 
the board’s approval of employee stock 
purchases. In its discussion of the entire 
question of employee stock purchase plans, 
CWA’s policy makers agreed that organ- 
ized labor could serve as a further stabi- 
lizing force in the American economy 
through individual worker’s ownership of 
shares in that part of the industry where 
he or she serves. 
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New Form for “Statistical 
Report’ Streamlined and 
Improved 

HE form of the annual statistical re- 
port compiled by most electric and 
gas utility companies for the Edison Elec- 
tric Institute, American Gas Association, 
insurance companies, and security analysts 
is revised every five years. Such a revision 
was due in 1957 and it has now been vir- 
tually completed and approved. An im- 
mense amount of work by various sub- 
committees and committees went into its 
preparation, as has been the practice in 
the past. Analysts in Wall Street and in 
other large financial centers were invited 
to make suggestions for changes. Over 
100 recommendations were submitted by 
40 analysts representing leading banks, 
insurance companies, and other financial 
institutions. After a great deal of study 
and consultation between groups of ana- 
lysts and representatives of the EEI 
and AGA, satisfactory compromises were 
worked out—for naturally not all of the 
suggestions could be accepted, and others 
had to be reduced to practicable form so 
as not to burden the utilities with un- 
necessary work. Some of the information 
in the older form was also deleted as no 
longer of interest. 
Electric and gas utilities are entitled to 
compliments on their willingness to co- 
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Financial News 


and Comment 


By OWEN ELY 


operate (through their association repre- 
sentatives) with representatives of the fi- 
nancial community to the mutual advan- 
tage of all, in developing the new form of 
report. 

It is another milestone toward the 
goal of “complete disclosure” of key facts 
relating to utility operations that started 
before 1929 when the “insurance com- 
pany” form (the predecessor of the pres- 
ent report) was first developed co-opera- 
tively by the principal insurance companies 
and major electric and gas systems. The 
revised report also should aid the utility 
companies to improve their operating 
policies and techniques, by permitting de- 
tailed comparisons with other companies’ 
data relating to operating efficiency, ac- 
counting practices, etc. By making the data 
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promptly available to large institutional 
investors as well as to their advisers, the 
report will greatly aid the continuing re- 
appraisal of utility securities—institution- 
al buyers take a large proportion of new 
security offerings and without them the 
industry would probably be unable to fi- 
nance its huge construction programs suc- 
cessfully. 


Although quite a few people contributed 
many man-hours to this project, the major 
credit should go to Charles Tatham, chair- 
man of the Analysts group; Dan Parson, 
chief statistician of AGA ; Douglas Tonge, 
chairman of the committee and chief 
statistician of the American Gas & Elec- 
tric System; and John Buchanan, also of 
that company. 


oo observer has one last-minute sug- 
gestion. The various tables in the re- 
port have now been numbered for more 
convenient reference. A list of schedules, 


or better yet an index of all the statistical 
items similar to that in the EEI and AGA 
annual statistical publications, would be 
of considerable aid to all users of the re- 


port. 

The following summary shows the 
principal changes which have been intro- 
duced in the portion of the report covering 
electric utilities. Those relating to gas 
statistics will be discussed in a later issue 
of this department. 

For holding companies (or operating 
companies in more than one state), Sched- 
ule I now includes the approximate amount 
of revenues obtained from each state, the 
square miles of territory served at retail 
and wholesale, etc. In Schedule II, Utility 
Plant by Functional Accounts, construc- 
tion expenditures will be projected for the 
“second year following,” as well as for 
the “following year.” Thirty-two plant 
items will be shown instead of 24 as at 
present. A footnote will give the value 


of cushioned gas held in underground 
storage. Electric production plant will be 
split between conventional steam and nu- 
clear steam. 


In the supplementary Schedule III on 
Utility Plant and Reserves the allocation 
of “common” plant to electric, gas, etc., if 
available, is to be footnoted. In Schedule 
IV, Operating Expenses, the gas produc- 
tion item is now footnoted to show sepa- 
rately the amount spent in exploration and 
development of prospective gas-producing 
fields. In Schedule VI—Income Statement 
—footnotes will provide new details on 
rents and on charges for atomic energy 
research and development. Share earnings, 
based both on actual shares and average 
shares, will also be shown. Footnote K 
calls for revenues collected under bond 
or subject to refund, and also operating 
expenses subject to refund. 


Fo other new footnotes call for de- 
tailed data for electric, gas, and other 
divisions on the following: revenues and 
expenses subject to refund (this will be of 
special interest in connection with the re- 
cent Memphis decision affecting gas utili- 
ties) ; the estimated amounts to be claimed 
in the federal income tax return for nor- 
mal depreciation, liberalized depreciation, 
accelerated amortization, and depletion. 
(Formerly, only total depreciation and 
accelerated amortization were shown.) 
The form also calls for details on deferred 
federal income taxes due to both liberal- 
ized depreciation and accelerated amortiza- 
tion. 

The report now contains a more com- 
plete Balance Sheet with some 51 items 
and seven blank lines as compared with 
43 items in the old form. Footnotes pro- 
vide for the average number of shares, 
the number of stockholders, the accumu- 
lated amounts of deferred income taxes 
(both federal and state) for both liberal- 
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ized depreciation and accelerated amor- 
tization; the accelerated amortization of 
emergency facilities ; and the unamortized 
amount for atomic energy research and 
development. 

Schedule VIII, Source and Disposal of 
Energy, also provides new generating 
items for nuclear steam and gas turbines. 
An inset box provides for residential 
statistics on average annual kilowatt-hour 
use, average annual electric bill, and aver- 
age revenue per kilowatt-hour. 

Schedule XII, Generating Station Sta- 
tistics, now omits data on capacity and 
year installed for “largest unit in station,” 
but adds a new column for Btu per kilo- 
watt-hour for each station—which was 
formerly shown in the old report only in 
the form of company averages for solid 
fuels, gas, oil, etc. (in another table). 


l J NDER Generating Statistics, the new 


Schedule XIII calls for both sum- 
mer and winter peak data, and capability 
at time of peak (including firm and non- 
firm purchased capability). The names of 
any power pool or nuclear power develop- 
ment group with which the company is 
affiliated is requested. Schedule XIV calls 
for generating units retired, added, under 
construction, and date in service—in more 
detail than is currently shown in the old 
form, including cost per kilowatt-hour for 
units added or retired. (The old report 
did not give any detail on units retired.) 

Schedule XVI, Fuel for Electric Gen- 
eration, provides a new cost unit—cost per 
million Btu for each class of fuel con- 
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sumed. The table for fuel generation and 
efficiency provides somewhat more detail 
for types of generators. 

Some new tables (to be furnished at the 
option of the reporting company) have 
been added, covering salaries, wages, and 
employee welfare expenses by division; 
average number of employees for each 
major department of the business ; changes 
in communities served; taxes charged to 
operating revenue deductions, by depart- 
ments ; and analysis of industrial kilowatt- 
hour sales and revenues by industries 
served. The latter should prove particular- 
ly valuable. The tax table supplies com- 
plete detail for all kinds of taxes, even 
including social security, and provides de- 
tails on liberalized depreciation and ac- 
celerated amortization. Many companies 
have been furnishing these data in the 
past on special request. 


* 


Private Construction to Drop 
5 Per Cent in First Quarter of 
1958; Utility Up 14 Per Cent 


A JOINT report on construction ex- 
penditures by private business in the 
U. S. was issued recently by the Com- 
merce Department and the SEC. The data, 
seasonally adjusted at annual rates, may 
be summarized for the first quarters of 
1956, 1957, and 1958 (billions of dollars) 
as indicated in table below. 

The utility data seem to agree, in gen- 
eral, with the forecast contained in the 
EEI survey, also summarized in this de- 
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partment. The gas and electric utility com- 


panies are obviously leading the proces- , 


sion, with increased construction expendi- 
tures estimated at 14 per cent over last 
year, in the first quarter of 1958. In 1957 
the increase of 24 per cent was also the 
the largest gain, topping even durable 
goods manufacturing. Part of these in- 
creases are doubtless due to higher prices 
for labor and materials both in plant con- 
struction and in the manufacture of gen- 
erators and all other equipment required 
in new construction. Also, the industry 
has to provide for the continuing gain in 
residential and commercial use of elec- 
tricity even though industrial use may be 
temporarily lower. However, as pointed 
out in this department earlier, it would 
seem advisable for the utilities to restudy 
their construction programs for 1958-59 
to see whether a little “stretch-out” policy 
might now be advisable. 


» 


Electric Utilities’ Long-range 
Expansion Program 
Maintained 


HE Edison Electric Institute, in its 


twenty-second semiannual electric 


power survey, indicates that there has been 
no drastic change in the electric utilities’ 
construction program as a result of the 
current deterioration of business activity. 
Total capability of electric power systems 
in the United States is expected to reach 
131 million kilowatts at the end of this 
year, a gain of nearly 7 per cent over last 
year. 

In another three years 40 million 
kilowatts more generating capacity is 
scheduled to be added, a further increase 
of over 30 per cent. If this program is 
completed, there will have been an aver- 
age annual increase of 8.2 per cent in ca- 
pability during the five years 1956-60, in- 
clusive. 


HE projected increase in peak load will 

be practically as large for the three 
years—from 112 million to 141 million 
kilowatts—and the five-year average an- 
nual increase works out at 7.6 per cent. 
While the summer peak load is rapidly 
overhauling the winter load, the latter will 
continue to exceed the former by about 4 
million kilowatts in 1960. The reserve of 
excess capacity over peak load, currently 
around 16.7 per cent, is expected to in- 
crease to 20.8 per cent next year, 22.5 per 
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Connecticut Light & Power Ist Mtge. Bonds 1988 

By Putnam & Co.—Chas, W. Scranton—Estabrook & Co. 
Commonwealth Edison S. F. Debs. 2008 (Competitive) 
Pacific Power & Light Bonds (Competitive) 

Pacific Power & Light Pfd. (Competitive) 

Pacific Gas & Electric Ist Ref. Mtge. Bonds (Competitive) 
Portland Gas & Coke Pfd. By Lehman Brothers 

Gulf Power Bonds 

Western Light & Telephone Bonds (Competitive) 
Washington Water Power Bonds (Negotiated) 

Chicago District Pipe Line Bonds (Negotiated) 
Cambridge Electric Light Bonds (Competitive) 
American Tel. & Tel. Convertible Deb. (Subscription) 
Indiana-Michigan Electric Bonds (Competitive) 
Pennsylvania Electric Bonds (Competitive) 

Cleveland Electric Illuminating Bonds (Competitive) 
Central Illinois Public Service Bonds (Competitive) 
South Carolina Electric & Gas Common Stock 
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cent in 1959, and 21.9 per cent in 1960, 
based on median hydro conditions. If 
hydro conditions should be adverse, how- 
ever, these percentages would be reduced 
to 18.7, 20, and 19.6 per cent, respectively. 


HE manufacture of heavy electric 

power equipment seems to be contin- 
uing at a high rate of production, and the 
amount of generating equipment now 
scheduled for shipment in 1958 is at an 
all-time record of 17.8 million kilowatts. 
Of the total generating capacity on order 


= 


and scheduled for shipment, 91 per cent is 
steam and 9 per cent hydro. About 89 per 
cent is for U. S. electric power systems, 3 
per cent for U. S. industrial companies, 
and 8 per cent for shipment outside conti- 
nental United States. 


The survey committee has adjusted 
downward some of the 1957 estimates 
made by the individual utility systems. 
Thus while the utility companies forecast 
an average gain of 6.8 per cent in output 
for 1957 over 1956, the committee has 
cut this to 5.5 per cent. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


12/11/57 Divi- 
rice dend 
About Rate 


Pipelines & Integrated Cos. 


Ala.-Tenn. Nat. Gas .... 
American Nat. Gas .... 
Arkansas Louis. Gas .... 
Colo. Interstate Gas .... 
Columbia Gas System .. 
Commonwealth Gas .... 
Commonwealth N. G. ... 
Consol, Gas Util. ....... 
Consol. Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Gulf Interstate Gas 
Houston N. G. 
Kansas-Nebr. Nat. Gas .. 
Lone Star Gas 

Miss. River Fuel 
Montana-Dakota Util. .. 
Mountain Fuel Supply ... 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples G. L. & Coke .... 
Southern Nat. Gas 
Southern Union Gas .... 
Tenn. Gas Trans. ...... 
Texas East. Trans. ..... 
Texas Gas Trans. ...... 
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Retail Distributors 


27 A. Alabama Gas 
43 O Atlanta Gas Light 
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FINANCIAL NEWS AND COMMENT 


Aver. 


id 6 I mer. 
12/11/57 Divi- Recent In Sh. Price- 
‘ Price dend Share % In & Earns. Earns. 
(Continued) About Rate Earnings crease @ 1951-56 Ratio 


Berkshire Gas 1.00 1.51My 7 46 9.9 
Bridgeport Gas 1.60 D29 48** 14.1 
Brockton-Taunton Gas .. .90 32 60 11.6 
Brooklyn Union Gas .... 2.00 D8 
Cascade Nat. Gas os —_ 
Central El. & Gas D8 
Cent. Indiana Gas D7 
Chattanooga Gas D20 
Gas Service D48 
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Michigan Gas Util oe 
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No. Illinois Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
Incr. Approz. 
Annual 12/11/57 Divi- Recent F°'""™] = =—In Sh. Price- Div. Common 
ev. Price dend Approx. Share % In Earns. Earns. Pay- Stock 
(Mill.) About Rate teld Earnings crease 1951-56 Ratio out Equity 


Communications Companies 

Bell System 

Amer. T. & T. (Cons.) .. 166 
Bell Tel. of Canada .... 40 
Cin. & Sub. Bell Tel 

Mountain Sts. T.& T.... 114 
New England T. & T. .. 125 
Pacific T. & T 117 
So. New Eng. Tel. ...... 33 


D3% 2% 12.6 70% 66% 
2.25De D3 2 ; 89 = 64 
5.58De 2 ; 81 100 
9.36Au 7 é 71 73 
8.30Se D9 : 9% 64 
9.16Au DiI é 64 
2.19De 13 : 69 


NVNBAANS 
Sssssss 


Averages 
Independents 
Anglo-Canadian Tel. .... 27 : f : i 44% 
British Col. Tel 38 d F ; 2 2 38 
Calit. Inter, Tel....0.5.. 11 : : i : 24 
Calif. Water & Tel. .... 19 i , : : 42 
Central Telephone 20 : : 5 29 
Commonwealth Tel. ..... 13 : : j 38 
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Aver. 
an Incr. _ APpros. 
12/11/57 Divi- Recent In Sh. Price. Div. Common 
, Price dend Approx. Share % In- Earns. Earns. Pay- Stock 
(Continued) About Rate teld Earnings crease 1951-56 Ratio ont Equity 
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Florida Telephone 
General Telephone 
Hawaiian Telephone ... 
Inter-Mountain Tel. .... 
Rochester Tel 
Southeastern Tel. ....... 
Southwestern St. Tel. ... 
Tel. Service of Ohio .... 
United Utilities 
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Western Union Tel. ..... 
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Baltimore Transit 
Cincinnati Transit 
Dallas Transit 
Fifth Ave. Coach 


6 
in 
—) 
x 
| 


— 
90 = tn in go 
NAOWOAwW 


Los Angeles Trans. .... 
Nat. City Lines 

Niagara Frontier Trans, . 
Philadelphia Trans. ..... 


NRK dO 


Sessyssssssks 
—s 
SSNNSNONNNN 
OSOCOOMOONUS Ure 


— 
— 
at 


(i GiB By 
United Transit 


ONOOYSOONONNOOO 
WS = Un 00 be 
NN DAOOO 


el 
NPN 
oon 


No 
g 
co 
we 


Averages 


Water Companies 
Holding Companies 
American Water Works . 
Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service .... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
amaica Water 

ew Haven Water 
Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Union Water .. 
San Jose Water 
Scranton-Springbrook ... 
South. Calif. Water .... 
W. Va. Water Service .. 
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Averages 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Ju—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December. (¢)—Also 5 per cent stock dividend 
December 1, 1957. (i)—Two per cent stock dividend December 10, 1957. (j)—Two per cent stock dividend 
December 30, 1957. (k)—Two per cent stock dividend December 19, 1957. (1)—Four per cent in stock May 
3, 1957. (m)—Ten per cent stock dividend January 2, 1957. (0)—Forty per cent stock dividend June 14, 1957. 
(p)—Also 1 per cent stock dividend quarterly. (q)—Ten cents in January, 1957. (r)—Includes extras. (s)— 
Estimate for December 31, 1957. (t)—Also 2 per cent stock dividend September 30, 1957. (u)—Also 10 per 
cent stock dividend December 30, 1957. (v)—Also 2 per cent stock dividend December 30, 1957. NC—Not 
comparable. NA—Not available. D—Deficit 1951. *On average shares. **Nineteen fifty-one was an abnormal- 
ly bad year. t—Adjusted to eliminate 24 cents per share of nonrecurring tax savings. 
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What Others Think 


A New Look at Utility Regulation 


AX present concepts of utility rate 
making adequate to meet today’s 
economic conditions? The suggestion that 
they are not appears in a very thoughtful 
and carefully documented article in a re- 
cent edition of the Virginia Law Review, 
entitled “Public Utility Rate Regulation: 
A Re-examination.” The authors, G. 
Stanley Joslin and Arthur S. Miller, pro- 
fessors of law, Lamar School of Law, 
Emory University, very persuasively con- 
tend that the U. S. Supreme Court’s de- 
cision in the Hope case, which supposedly 
opened the door to a more flexible ap- 
proach to rate regulation, has not pro- 
voked the thoroughgoing re-examination 
of utility rate making which now seems 
imperative. “A number of state public 
service commissions have, it is true, osten- 
sibly changed the basis for rate making 
and the fair value formula of traditional 
rate making has been discarded by several 
states,” the authors admit. ‘Even so, it 
can be said that the methods used by com- 
missions today hew rather strictly to the 
historical patterns, being for the most part 
variations on the basic theme of a reason- 
able return on investment. It can be said 
that a property concept has been, and still 
is, dominant in utility rate making.” 
According to the authors, the Hope 
case has had the minimal result of merely 
freeing state public service commissions 


from federal constitutional restrictions on 
the type of rate base they used in rate 
setting. The end result still had to be 
judged by some rational standard, and 
that standard has so far involved resort 
to pre-Hope methods. 

Conditions existing today differ mark- 
edly from those existing at the time public 
utility rate making came into being. The 
most significant change involves greater 
government intervention into business 
affairs, particularly with respect to the 
regulation of the value of money. The 
steady decline in the purchasing power of 
the dollar is perhaps the distinctive feature 
of the American economy today. Another 
difference pointed out by the authors is 
the tremendous increase in demand for 
utility services, accompanied by techno- 
logical improvements, which has obliged 
utilities to plan not only for increased 
amount of service to more and more cus- 
tomers, but also to replace their existing 
plant to keep pace with new technological 
developments. 


74 E net result is that utilities are be- 

ing regulated in this post-1945 era 
under guiding principles and concepts 
which had their inception during a period 
of time when both the economic, social, 
and legal conditions differ markedly from 
those existing currently. Today’s regula- 
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tion takes place in a context of unsur- 
feited consumer demand and under gen- 
eral inflationary economic conditions. . . . 


en of special treatment for 
public utilities commenced in the 
latter part of the nineteenth century have 
continued, although the social and eco- 
nomic conditions which generated the 
original impulse toward regulation have 
changed in considerable degree. The mo- 
nopoly position of the utility was the eco- 
nomic justification for government regu- 
lation . . . to protect the consumer. 

“It can be questioned whether the 
position of power which monopoly gives 
the utility is any greater, or any more sub- 
ject to possible abuse, than the position 
occupied by the leaders in some of the 
so-called ‘basic’ industries. Steel is a 
ready example; there are many others. 
Industries historically denominated as 
‘public utilities’ receive price regulation, 
while industries equally important and 
equally beyond the consumer’s control do 
not. This has had the result that utilities, 
speaking generally, have not shared fully 
in the rise in profit level of business life. 
Despite a large number of rate increases, 
the utilities have had to fight a continuing 
battle to maintain an equitable return. 
This is a matter of major importance. For 
with the continuing demand for more and 
more utility services, capital acquisition 
in amounts sufficient to maintain present 
facilities, to provide for adjustment to 
technological improvements, and to take 
care of that demand becomes increasingly 
difficult. Low utility returns relative to 
those of other industries have been justi- 
fied on traditional grounds—the absence 
of competition, the Bluefield formula, etc. 
—but it is questionable whether these 
orthodox conceptions fully meet present- 
day problems. 

“During the next twenty to thirty years 


JANUARY 2, 1958 


the demand for utility services will in- 
crease, rather than decrease. This will take 
place in three ways: quantitatively, geo- 
graphically, and technologically. This, for 
the utility, has to be translated into an 
ability to attract capital in amounts suffi- 
cient to give reasonable satisfaction to 
that demand. That brings up the very im- 
portant question of whether rate setting 
today allows for the type of expansion 
necessary, and of whether public service 
commissions fully realize the enormous 
capital needs of utilities.” 


pe criticism of present methods 
of rate making in the authors’ view 
is the apparent assumption that only con- 
sumers and investors have an interest in 
rate regulation. The authors point out 
that the public also has an interest and 
suggest that its interest may not lie solely 
in low rates. While individual consumers 
of a utility may be primarily interested in 
low rates, the general public is interested 
in the “rational allocation of scarce re- 
sources.” In addition, there is the interest 
of management which is not always iden- 
tical to that of investors, the public, or the 
consumers. Finally, there is the interest 
of the employees of a utility in rate mak- 
ing. The point, say the authors, is that 
“the legal emphasis on the investor alone 
in utility rate making operates to mini- 
mize other important interest in rates. If 
rate making is to become thoroughly re- 
alistic, a new approach seems desirable, 
even necessary, an approach in which at- 
tention is paid to all of the interests in- 
volved.” 

A second observation with respect to 
rate regulation today is that to some ex- 
tent the basic theory of the regulatory 
process—a co-operative endeavor between 
the commission and the utility—has 
broken down. What has happened instead, 
the authors contend, is that the utilities 
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and the commissions have become ad- 
versaries in the worst sense of the term, 
rate regulation often degenerating into a 
battle of wits. Antagonism, rather than 
co-operation, is the mark of many regu- 
latory proceedings. As an illustration, the 
authors cite what is called the “cyclical 
nature of rate regulation” : 


.. . During times of economic pros- 
perity, commissions tend to use original 
cost as the rate base, with the utilities 
pushing for reproduction cost. Then in 
times of depression or recession, the 
positions reverse as in a game of musi- 
cal chairs—the commissions argue re- 
production cost, the utilities original 
cost. While this is not a uniform pat- 
tern, there is evidence sufficient to sup- 
port the cyclical nature conception of 
rate regulation. It illustrates the idea 
that commissions seem to feel their job 
is to oppose whatever utilities say. 
Rather they should analyze and assess 
the problem area in order to ascertain 
whether the public interest, broadly 
conceived, is being furthered. 


i fers problem is more acute, of course, 
where state utility commissioners are 
elected officials, rather than appointive. In 
this situation, the authors note, utilities 
tend to become political footballs for use 
as a means of exciting and maintaining 
voter interest. 

Still another unfortunate aspect of pres- 
ent-day regulation is the well-known regu- 
latory lag, running at times into several 
years. “Unjustifiable at best and a break- 
down of regulation at worst, it has led 
some observers to suggest that one good 
way to cut down on the lag is to eliminate 
Or minimize judicial review of rates set 
by commissions,” the authors comment. 
They deny, however, that judicial review 
is to blame for the slowness in rate regu- 
lation and disagree with those who would 


abandon the doctrine, first enunciated in 
the Supreme Court’s decision in Ohio 
Water Valley Co. v. Ben Avon Borough, 
that due process of law requires an inde- 
pendent review of agency rate making. 
The Ben Avon doctrine has been modified 
by subsequent cases, at least to the extent 
of creating a presumption of validity of 
administrative findings. Basically, how- 
ever, the doctrine is still alive in the state 
courts, some commentators to the con- 
trary notwithstanding, and the authors go 
on record for its retention as an essential 
element of the rate-making process. They 
explain : 


Those who argue .. . for the further 
mitigation of the Ben Avon doctrine 
appear to be greatly influenced by the 
assumption that it is the courts alone 
which slow the regulatory process and 
by ... the “appalling consequences” of 
the rule of Smyth v. Ames. They seem 
affected, too, by the idea that a decision 
is what is necessary, more so than a 
correct decision. . . . Correctness here 
is a highly desirable virtue, and it is 
just as necessary for there to be a “fair” 
(to all concerned) decision as it is for 
a decision to be made. A utility is, by 
definition, an activity affected with a 
strong public interest, one which can- 
not be allowed to go out of business. 
In order to do its job effectively, to 
continue to make necessary alterations, 
to take care of improvements in tech- 
nology, and to accomplish the expan- 
sion necessary to take care of an ex- 
panding population, it must be allowed 
to make those rates which will result, 
not in penury of operation, but opera- 
tions calculated to fulfill all of its public 
functions. It must, in effect, be guaran- 
teed at least an opportunity to earn a 
return sufficient to do just that. Hence, 
it will not do to say that (1) rate mak- 
ing is extremely complicated and drawn 


JANUARY 2, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


out; (2) agencies are assumed to be 
more “expert” than courts; therefore 
(3) agencies should have the final de- 
termination in rate-making matters. Re- 
quired is an evaluation—a judgment— 
made after the experts have brought 
forth the economic facts. That evalua- 
tion perhaps can better be made by a 
judge. 

... There has been a tendency in 
some quarters in recent years to den- 
igrate what are called “mere property 
rights” while maintaining the primacy 
of “personal ’ rights.” The so-called 
“presumption of unconstitutionality” of 
statutes limiting first amendment free- 
doms is a case in point . . . But it does 
not alter the importance to be placed 
on individual liberties and personal 
rights to say that the right to own and 
enjoy property is also a personal right 
of the first order. It is indeed a strange 
constitutional doctrine which will, in 
theory at least, protect individual rights 
in personal security, but will not pro- 
tect individual rights in property. What 
price personal security, if “private” 
utilization of property is severely lim- 
ited? The point here is not that there 
should be a return to the not-so-halcyon 
days when property rights were given 
pre-eminence in the judicial cosmolo- 
gies; rather, it is that both property 
and personal rights are important and 
should be accorded similar weight and 
similar protections. 


I the controversy over judicial control 
versus agency control in rate making 
continues to be a problem in the regula- 
tory process, an equally important prob- 
lem results from the continued use of the 
rate base/rate of return formula in rate 
determination. Under the Hope decision, 
commissions were left to choose any 
method of rate determination they deemed 
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appropriate in a particular case. Despite 
the implied freedom granted to the states 
to move away from the traditional for- 
mula, the authors contend that the rate 
base and rate of return method is still the 
dominant concept in rate regulation. The 
extent of the freedom given by the Hope 
decision remains to be settled. What is 
clear, however, is that the end result doc- 
trine in the Hope decision is not in itself 
sufficient. The authors explain: 


... Ends cannot be meaningfully 
separated from means, as the latter ob- 
viously determine the ends reached. The 
result must be judged against some 
rational standard and that standard 
must take into consideration the means 
used to reach the end. It is also obvious 
that although chief attention today is 
paid to rate of return problems, this 
does not mean that the rate base is 
unimportant. 

Whether the method used in rate 
making need be the historical rate 
base/rate of return concept is, as noted 
above, still unsettled. But it is clear 
that some rational method must be used 
in calculating the proper rates. It is 
possible, accordingly, to argue with 
some persuasive effort that a breakaway 
may now be made from traditional rate 
base concepts and adoption made of a 
more realistic basis for utility rate mak- 
ing. This was foreshadowed by Justice 
Brandeis’ statement that “the compen- 
sation which the Constitution guaran- 
tees an opportunity to earn is the rea- 
sonable cost of conducting the busi- 
ness.” It is the total number of dollars 
a utility can earn which is important, 
dollars sufficient to pay costs and add 
a profit... . 

Under present law, a utility is en- 
titled to a “nonconfiscatory” return— 
such rates as will render it a reasonable 
return on the rate base used. Generally, 
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“HOW ELSE COULD YOU DO IT?” 


this has been taken to mean that the 
return should be equal to that being 
made at the same time and in the same 
part of the country in other businesses 
having corresponding risks and uncer- 
tainties. On the other hand, the public 
may impose the obligation on a utility 
to render reasonably adequate service, 
without discrimination, to all who de- 
sire its services, at the legally pre- 
scribed rate within the areas a particu- 
lar utility serves. 

Is the public entitled to more? Is the 
utility? The answer to these questions 
may well be determined by the answer 


to a further question: Is it time for a 
“new look” in utility rate regula- 
thom? ... 


HE authors locate several trouble 

spots in the relationship between 
utility management and regulatory com- 
missions with respect to determining the 
proper rate of return. The major battle- 
ground in this area is the determination of 
the amount the consumer of utility serv- 
ices should pay for the use of the inves- 
tors’ property; e.g., the rate of return on 
equity capital. The authors see no excuse 
for the usually wide divergence between 
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the allegation of cost of capital made by 
utilities and by the commission, since re- 
liable statistics are available from which 
a satisfactory yardstick for cost of capital 
can be found. They contend that the some- 
times violent disagreements and time-con- 
suming hearings and appeals occur pri- 
marily “because of personal elements di- 
verting, coercing, enticing, or misleading 
the presenter of the facts or opinions, or 
the assaying of them at regulatory or 
judicial levels. One source of the difficulty 
is the general requirement by commissions 
with respect to utility debt ratios. The 
authors suggest that the unique status of 
a public utility does not justify the regu- 
lator’s demanding the use of debt capital 
by determining utility revenues based on 
what he decides should be the debt capital 
used. 

“Our primal contention is that the basis 
of productive capital is risk capital and 
that the return which should result must 
in the long view be sufficient for the risk 
involved. Aside from individual luck or 
unusual business clairvoyance, debt capi- 
tal does not cheapen the over-all produc- 
tive process. The total risk is the same and 
so the justifiable and required return is 
the same. The only difference is that of 
shifting more of the risk onto the owner- 
ship interest and less on the debt interest. 
If we assume that the risk and need of 
capital justify a total return of 8 per cent, 
and the capital used is all equity capital, 
the justifiable return on equity investment 
would be 8 per cent. But if the same enter- 
prise is financed, for example, with one- 
half debt capital currently costing 6 per 
cent, the economic factors have then as a 
matter of fact shifted the remaining risk 
element onto the ownership interest. The 
result should still be an over-all return of 8 
per cent. However, if the regulatory arm 
by fiat says that by shifting debt capital 
somehow the total risk and other eco- 
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nomic elements change so that only 1 per 
cent increase will be allowed the owner- 
ship interest, then there is at least a tem- 
porary lowering of the allowable over-all 
return on capital which may be contended 
is a justifiable saving to the consumer. 
This seems to be to disregard totally the 
fact that every unit of debt capital throws 
an added burden on equity capital... . 
“Tt seems, then, that it is economically 
sound to leave with management the de- 
cision as to proper debt ratio, at least 
within that area where the directors are 
not usurping or defaulting on their duties 
as directors. This would then leave them 
with the responsibilities to the ownership 
interest which will take the advantages 
and losses resulting from misjudgments 
in constructing the enterprise’s capital 
structure. Although little serious objection 
has been made by the utilities to the hypo- 
thetical debt-ratio device, perhaps because 
of a feeling of hopelessness in the present 
economic trend and because other areas 
have been of more critical interest to both 
the regulator and the regulated, its use 
should be reconsidered and eliminated.” 


HE most serious defect in the regula- 

tory process today, according to the 
authors, is the requirement that the de- 
cision of the commission be prospective. 
The authors believe that most of the sharp 
contention between the regulator and the 
regulated could be eliminated by adopting 
a retrospective approach to the problem 
of rate making. The use of a prospective 
approach drives both the regulator and the 
regulated into adversary positions. The 
regulator fears that an allowance which 
may later prove to be excessive or un- 
justified will be used to subject him to 
various direct attacks and innuendoes, 
possibly at great personal inconvenience. 
“. . . By the finality of the decision . . 
the regulator is driven to grant as low a 
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return as possible so that later events will 
not embarrass him. The final nature of 
the decision further subjects the regulator 
continually to watch the development of 
later events so that by new and later de- 
cisions he may stop a growing imbalance 
because of general economic decline or 
specific unforeseen cost diminutions. This 
in times of economic decline or general 
stability tends to keep the regulator con- 
tinually in a position actively adverse to 
the utility interests, with all the undesir- 
able personal elements that result there- 
from.” 

The utility, on the other hand, is obliged 
by the finality of the decision to make 
demands for a return which will at least 
be adequate for an unknown future period. 
Like the regulator, the management may 
be also subject to criticism if events turn 
out differently than expected. In a time of 
rising costs, there must be periodic re- 
quests for rate increases, accentuated by 
the lag between the ascertainment of facts 
for decision and the effective date of the 
new order. 


i remedy this difficulty, the authors 
suggest a plan that would eliminate 
the present finality of a rate order to pro- 
vide for a more reflective analysis and 
judgment. “. . . Such a plan would call 
for a determination and allowance of the 
return to which a utility was entitled for 
a period of time already past. Rate making 
would be retrospective, rather than pro- 
spective. Although many of the factual 
bases for determination would still be un- 
certain, as value of the property, etc., the 
cost of construction, labor costs, costs of 
capital, and others would then be easily 
calculable, but even though some factual 
elements are as yet uncertain, the unhur- 
ried atmosphere, and the assurance that 
neither interest will be badly mauled as 
they may well be on the prospective de- 


termination, will give an atmosphere 
which will result in decisions seldom at 
variance with the ultimate ‘fair and rea- 
sonable’ to both interests... . 

“The essential elements of a retrospec- 
tive plan for determining the allowable 
utility's income would be based upon a 
permissive rate of return for the future 
which would be finally adjusted later upon 
facts and circumstances which have tran- 
spired during the period of the permissive 
rate. This period could be begun by an 
interim order of the regulatory agency, or 
by giving the utility freedom to ascertain 
its estimated return needed for future op- 
erations. Where the utility has recently 
had its rates fixed by order, it might well 
permit that rate to continue for the re- 
viewable period. In other instances, an 
informal hearing to fix a future allowable 
return, subject to final adjustment later, 
probably would be more desirable. The 
adjustable period should be a fixed num- 
ber of years or at a time requested by the 
utility or regulatory agency. In any event, 
the final determination would always be a 
fixing of a proper rate of return for the 
past with no necessity to look to possible 
future events or changes.” 


——— method of regulation 
would meet with some objections, 
the authors acknowledge, but none too 
formidable to be overcome. A statutory 
basis for such a method would be desir- 
able and required in most states. But this 
could be accomplished in most cases by 
the addition of only minor provisions and 
amendments. As for the merits of a retro- 
spective approach, the authors state: 


A plan which enables the regulatory 
arm and the utility management to de- 
termine utility income on past facts 
would remove most of the basis for the 
inharmonious approach and give a basis 
for decision as worked out by reason- 
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able men within the flexible limits of 
such contemplation. Regulatory lag 
would be ended, as would the forces 
that tend now to keep the two interests 
continually in a hostile attitude. In the 
unhurried atmosphere resulting from 
this adjustable determination and the 
stability of past facts as the basis for a 
“nal decision, a more realistic and salu- 
ary relation will result between the 
segulator and regulated to the benefit 
wf both the consuming and owning pub- 
tic. No cure is possible for the zealots 
vr bigots on either side but with this 
«etrospective approach the uncertain 
areas behind which they have been able 
<o hide while shouting “reasonableness” 
will be appreciably narrowed or elimi- 
aated. : 

This plan requires only a slight 
change in existing practice, being based 
on established concepts and familiar 
procedures. As such, it has the desirable 
characteristics of allowing for the con- 
tinuation of well-known nomenclature 
and of not requiring violent changes... . 


wuz adoption of a retrospective ap- 
proach would cure many ills in the 
present regulatory atmosphere, it can do 
little to correct what the authors regard as 
the basic weakness in rate regulation to- 
day—the continued dependence on prop- 
erty valuation, with the return to the 
investor being the primary consideration 
in setting rates. Two fundamental prin- 
ciples provide the authors with a spring- 
board for their “new look” in utility rate 
making: (1) the principle that a utility 
must and will continue to exist, no matter 
who runs it or how it is regulated, and 
(2) in view of the foregoing, the most 
important need for a utility is for income 
sufficient to fulfill the public’s require- 
ments. Acceptance of the principle of a 
guaranteed income necessarily carries 
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with it what amounts to a guaranteed 
profit. Looking at the problem in this 
light, the task facing the regulators today 
is to provide, in rates set, for assurance 
that a given utility will obtain enough to 
pay its reasonable costs and to return 
some sort of profit. “The main regulatory 
focus could then be on service,” the au- 
thors explain, “rather than on return to 
the investor—although the investor would 
receive his full protection. The chief group 
interests involved in the utility enterprise, 
both internally and externally, would thus 
receive recognition from the state com- 
missions.” 

To attain this goal, a new approach to 
rate regulation might take account of the 
concept involved in the government’s cost- 
plus-fixed-fee contracts. If it is true that 
the goal of regulation is to further the 
public interest, the authors argue, then it 
is not return to the investor but service 
to the public which should be the guiding 
criterion of rate making. It follows that 
the basic theory of rates should be predi- 
cated on establishing rates which will pro- 
vide that amount of income necessary to 
provide for the reasonable demands of the 
public for the utility services in question. 


a pmeenemerel rate regulation seems 
to approximate a CPFF (cost-plus- 
fixed-fee) situation. The utility, in the 
rates set, is in effect guaranteed payment 
of its operating costs as prospectively 
visualized, plus a profit (rate of return) 
large enough for it to attract capital. One 
aspect, accordingly, of a ‘new look’ in 
rate making would be for recognition to 
be made of the close analogy between rate 
making and CPFF contracting. This 
would at least have the not inconsiderable, 
desirable result of establishing a realistic 
vocabulary for what in fact goes on in 
rate regulation. Calling rate regulation 
‘cost plus profit’? may be old wine in new 
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“OH, GOLLY, NO! WE’RE LAYING CABLE” 


bottles, but those new bottles do corre- 
spond more to reality than the statement 
that rate regulation is based on ‘reason- 
able’ prices to the consumer or a ‘reason- 
able’ return to the investor. 

“But more than just realism in lan- 
guage, recognition of the CPFF character 
of rates could well provide a basis for a 
breakaway from traditional rate-making 
techniques. . . .” 


| Seareae the authors recommend a new 
administrative basis for rate making, 
particularly for utilities whose operations 


are interstate in character. While various 
federal agencies such as the Federal Pow- 
er Commission, Federal Communications 
Commission, and Interstate Commerce 
Commission provide for regulation on a 
broader than single state basis, individual 
state commissions still retain full power 
and authority to regulate interstate utili- 
ties within the boundaries of the state. 
The Bell system is the classic example of 
a single industry subject to a fragmentized 
regulatory system. “The time . . . may 
well have come for a change from geog- 
raphy to industry as the basis for rate 
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setting and other regulations,” the authors 
state. “The suggestion, thus, is made that 
rate making and regulation by industry 
should be studied as a feasible means of 
avoiding some present regulation prob- 
lems.” This could be done either by the 
federal government or by regional public 
service commissions established by inter- 
state compact. 

Appearing in the same issue of the Vir- 
ginia Law Review is an article by Pro- 


fessor Joseph R. Rose who has a some- 
what different approach to current prob- 
lems of rate regulation. His article, “Cost 
of Capital in Public Utility Rate Regula- 
tion,” will be reviewed in this department 
in the next issue. 
Pusiic Uritiry RATE REGULATION: A RE-Ex- 
AMINATION. By G. Stanley Joslin and Arthur S. 
Miller. Virginia Law Review. November, 1957. 
Single reprints $1 per copy; reduced rate for or- 


ders over 25. University of Virginia, Clark Me- 
morial Hall, Charlottesville, Virginia. 





A Courtesy Idea Snowballs in Florida 


— pays” has been an impor- 
tant part of our business creed for 
many years. It is one thing to believe in 
something, but another thing to put it into 
practice. Everybody believes in courtesy, 
everybody is for it. The meanest cop in 
town thinks he is courteous—he hasn’t 
stopped to take stock of himself. 

Public utilities have a particularly press- 
ing problem—that of getting along with 
people. That is where courtesy plays a 
part. It makes for better human under- 
standing and acceptance of anything you 
want to get over to the other fellow. Our 
customers have to deal with public utility 
companies whether they want to or not. 
That is where the problem comes in. 

The president of Florida Power & 
Light Company, Robert H. Fite, recently 
put it this way: 


If I get bad treatment at a store when 
I go in to buy a hat, I can always work 
off steam by walking out and buying 
somewhere else. Our electric customers 
can’t do that—they are stuck with us. 
Their resentments have to stay bottled 
up, and in the long run we suffer. 


In a recent case where renewal of a 
franchise came up this company met with 
a lot of opposition. Some people were bit- 
terly opposed and were working against 
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us. In most instances when we investi- 
gated we found that their opposition was 
based on some trivial happening, perhaps 
something which a little more courtesy 
would have smoothed over. 

Florida Power & Light Company’s ef- 
forts to spread the idea that “courtesy 
pays” started with its own employees. 
Meetings were held and training courses 
given to impress upon those who meet the 
public the importance of courtesy. They 
were told how the job should be done. 
The company went through a series of 
progressive explanations to try to make 
employees realize the importance of cour- 
tesy if they want to continue with this 
company. They were taught that courtesy 
pays not only for the company but for 
the individual. Then the company officials 
began to realize that no one likes to be 
taught courtesy. Everyone thinks he 
knows how to be courteous. 


1. company management also found 
out something which helped in ac- 
complishing its courtesy aim. It was a lit- 
tle slogan, “Courtesy Wins Friends for 
Florida and You.” Labels with this slogan 
were introduced to the employees with the 
suggestion that they be put on telephones 
and other places where they would con- 
tinually be seen. Within a month the com- 
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pany had a suggestion from a meter reader 
that these stickers should be put on the 
front of the meter reader books. A truck 
driver suggested one be put on the dash- 
board of every truck. 

The original purpose was simply to in- 
still the idea of being courteous among our 
own employees. But the idea mushroomed. 
The Advertising Club of Greater Miami 
and the Florida District of the Advertis- 
ing Federation of America took it up. 
They offered prizes for the best statements 
of fifty words or less on “Why I think 
courtesy is important to my community.” 
The governor declared a Courtesy Week. 
In Florida courtesy has been a part of our 
tradition. Florida has a lot of people who 
become natives in two or three years. We 
try to help them to preserve this tradition. 
Florida Power & Light Company wants 
its employees to win friends, for them- 
selves as well as for the company. It likes 
to get letters that say, “This fellow did a 
fine job.” 


Soe of the results of this courtesy 
campaign, begun just as a company mat- 
ter, went away beyond any expectations. 
The Miami police department, for one, 
joined the efforts. Stickers, which were 
supplied, reading “Courtesy wins friends 
for Miami, the department, and you” were 
pasted on desks, telephones, washroom 
mirrors, and on the dashboards of patrol 
cars. This police campaign was not a 
flash in the pan. Only recently a Miami 
newspaper ran a number of letters from 
citizens praising the treatment they re- 
ceived from policemen. A typical com- 
ment: “Despite the fact he gave me a 
ticket, he was so courteous and explana- 
tory that it was almost a pleasure being 
stopped by him.” As a result of its cour- 
tesy campaign, the Miami police depart- 
ment says it gets about ten letters of praise 
for every complaint. 


Ove the ball got rolling the company 
was content to let others carry it. As 
stated in one of its little folders, “Courtesy 
Is Contagious.” Numerous chambers of 
commerce in the state adopted the slogan. 
The company furnished the stickers with- 
out its name appearing. The Tampa Mo- 
tor Club and the Tampa police department 
promoted the plan, although that city is 
served by another company. The Miami 
Beach Chamber of Commerce conducted a 
year-round campaign that has won nation- 
wide publicity. The Miami Beach publicity 
department conducted its own campaign, 
financed by city funds. A Miami Beach 
hotel bought 100,000 match folders stress- 
ing courtesy. The American Legion, in 
holding one of its annual conclaves in 
Miami, adopted the courtesy theme. 

These are only a few of the repercus- 
sions from what was at first conceived as 
an internal way of making relations with 
one utility company’s customers more 
pleasant. The resulting volume of public- 
ity was wholly beyond expectations. Al- 
most every important Florida newspaper 
ran an editorial on the courtesy theme in 
which credit was given to the source. The 
wire services sent stories all over the 
country. Letters came in from Canada, 
Hawaii, Brazil, Germany, and many other 
places throughout the world, many also 
from companies in the United States such 
as transit companies, insurance companies, 
airlines, and even from a shoe manufac- 
turer. 


— Florida Company has always op- 
erated on the principle that courtesy 
must stem from the top of the organiza- 
tion. In that way, it is easier to instill the 
idea among employees all the way down 
the line. Of course, that means the execu- 
tives must practice themselves. They can 
also encourage it where it needs to be en- 
couraged and help sell it and see that it is 


JANUARY 2, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


executed. They can help other people to 
practice courtesy. 


—epemane the company’s employees, it is 
now customary that a letter is writ- 
ten to the man or woman who has won 
praise from a customer for an outstand- 
ing act of courtesy. Those who get such 
letters naturally show them to their fel- 
low employees. The idea gets around. 
The fellow who has not received such a 
letter wishes he had. It encourages him to 
try to win the same kind of commendation. 

Here is just one illustration of how it 
works. One young commercial engineer 
discovered that some tall palm trees on a 
customer’s lot were interfering with com- 


pany overhead lines. He asked permission 
to replace the palms with young and 
smaller trees. The customer objected be- 
cause he was going to be out of town, and 
the new trees would not survive without 
water. So the young engineer agreed to 
stop on his way home from work every 
night and water the young trees. He did 
and the trees lived, the customer was 
happy, and the engineer and the company 
made a friend. That is just one of the rea- 
sons the company is sure that “courtesy 
pays” for the public utility or any other 
business or individual. 
—M. B. McDona Lp, 
Vice president, Florida Power & 
Light Company. 





Notes on Recent Publications 


TuHeE American Society of Appraisers, a na- 
tional organization of appraisers and val- 
uation engineers with offices in Washing- 
ton, D. C., will issue, on January 15th, 
through its manual division in New York, 
its third completely new Appraisal and 
Valuation Manual, a source book of latest 
authoritative information on the solution 
to appraisal and valuation problems en- 
countered in business and government. 

The 500-page manual will contain more 
than 40 new, hitherto unpublished, tech- 
nical studies, all prepared by top-ranking 
professional experts in the appraisal and 
valuation field. 

The studies in the manual comprise a 
wide range of topics related to every phase 
of valuation and appraisal in all branches 
of real estate, architecture, building con- 
struction, public works, engineering, in- 
surance, accounting, law, taxes, assess- 
ments, banking and finance, public utilities, 
industry, commerce, fine arts and antiques, 
plus every facet of government, 

The articles in this volume cover a wide 
range of subjects. Among the manual’s 
important new contributions are studies 
entitled: “Valuation in Condemnation— 
Partial Taking,” “Factors to Be Consid- 
ered in Hotel and Motel Evaluation by 
the Income Approach,” “Effects of Mar- 
ket Pressure and Distribution Costs on 
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Value in Registered Secondary Distribu- 
tion of Listed Common Stocks,” “Ap- 
praisal of Utility Property for a Prospec- 
tive Purchaser,” “A Theory of Finding 
Value,” “Valuation of Life Insurance 
Company Shares,” “The Valuation of 
Mineral Properties,” ‘Assessment Ap- 
praising,” “Equalization of Appraised 
Values,” “Principles of Real Estate Ap- 
praisal,” “Depreciation for Public Utili- 
ties,” and many others. 

A feature of this volume is its greatly 
expanded and up-to-date bibliography of 
reference books useful to appraisers and 
valuation engineers. Further additions 
have also been made to the section on 
“Words and Phrases” related to the work 
of the appraiser as expressed in formal 
court opinions. 

The manual for 1958 is a completely 
new book, and continues a series estab- 
lished by the American Society of Ap- 
praisers to meet the need of professional 
appraisers and valuation engineers, busi- 
ness executives and government officials 
for a compendium of current experience in 
solving appraisal and valuation problems. 

Complete information may be obtained 
from the American Society of Appraisers, 
manual division, 369 Lexington Avenue, 
Suite 1105, New York 19, New York. 
Price $15. 





The March of 


Events 


EEI President Elected 


W. MCAFEE, president of the Union 

e Electric Company, St. Louis, Mis- 
souri, has been elected president of the 
Edison Electric Institute, and J. E. Co- 
rette, president of The Montana Power 
Company, Butte, Montana, has been 
elected vice president of the electric in- 
dustry’s trade association. Both were 
elected on December 10th by the insti- 
tute’s board of directors at its quarterly 
meeting. 

Mr. McAfee, formerly EEI vice pres- 
ident, succeeded Donald S. Kennedy, 
chairman of the board and president of 
Oklahoma Gas & Electric Company, 
Oklahoma City, as institute president. 
Mr. McAfee and Mr. Corette will serve 
in their new capacities until June, 1958. 

Mr. Kennedy resigned the institute 
presidency, effective December 10th. In 
asking to be relieved of the post, he cited 
the heavy demands of both the trade as- 
sociation position and his duties as a 
company chief executive, which have be- 
come more strenuous due to recent retire- 
ment of key executives in his company 
organization. He said these factors made 
his action necessary, to avoid neglecting 
seriously one or the other responsibility. 

The institute board, in accepting Mr. 
Kennedy’s resignation, noted that he had 
served the industry “with outstanding ef- 
fectiveness” since his election in June, 


i woe 


1956, and praised “the exemplary degree 
of self-sacrifice and devotion to the wel- 
fare of the entire industry” he displayed 
during his term of office. 

Mr. McAfee, who was elected EEI 
vice president in 1956, was born in Okla- 
homa City, Oklahoma. He grew up in 
Brookfield, Missouri. He was graduated 
from the University of Missouri Law 
School in 1926. 


TVA Announces Sale 


ben Tennessee Valley Authority an- 
nounced last month that a 547-acre 
recreation resort site adjacent to the 
Hiwassee dam, in western North Caro- 
lina, will be sold at public auction. No 
date had been set for the sale, but one will 
be set as soon as the first firm bid is en- 
tered. The minimum acceptable price is 
$190,000, and the final price will be de- 
termined by the bidders at the auction. 
The site, long known as Hiwassee Vil- 
lage, served as a construction camp dur- 
ing the building of the Hiwassee dam, 
1936-40. Located at the site are 42 per- 
manent-type frame houses; 13 other 
houses; a frame building suitable for re- 
modeling for use as offices, crafts, or con- 
cessions ; and other buildings. Some of the 
buildings have only salvage value, it was 
said. The area has an underground dis- 
tribution system for water and sewage. 
The auction will be heid at Chattanooga. 
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Arkansas 


Study of City Taxes Ordered 


— of special taxes paid by 
Arkansas Louisiana Gas Company 
to the cities in which it operates in 
Arkansas was ordered last month by the 
state public service commission. The com- 
mission told Ark La to present informa- 
tion on these taxes along with any recom- 
mendations it might have for preventing 
discrimination between towns on its fran- 
chise tax bills. 

A resolution adopted by the commission 
noted that there was a great inequality in 
the amount of taxes levied by the cities, 
and that in many instances the amount of 
the tax had no relation to the size of the 
town, the number of utility customers, or 
the amount of revenues derived by the 
utility from within the city. 


It was further noted that the amount 
of taxes paid by Ark La had increased 
since the company’s statewide rate sched- 
ule was fixed in 1954 and that these in- 
creases might have resulted in discrimina- 
tion between towns or between classes of 
customers. 

Ark La is now paying $75,000 a year in 
franchise taxes to the city of Little Rock 
and the new city board of directors has 
discussed the possibility of an increase. 

The Arkansas commission recently is- 
sued a similar directive to Southwestern 
Bell Telephone Company. This utility has 
proposed a formula for fixing franchise 
taxes and the commission has taken the 
formula under advisement. 

The Arkansas Municipal League has 
suggested that all cities fix the franchise 
tax at 4 per cent of gross revenues. 


California 


Ordered to Fight Rate Increase 


HE state public utilities commission 

last month ordered gas companies in 
California to take immediate action in 
fighting a threatened rate raise of El Paso 
Natural Gas Company from which two 
Los Angeles utilities purchase fuel. 

It was pointed out in the San Francisco 
action of the commission that four Cali- 
fornia companies have applied for higher 
rates on the assumption that they would 


have to pay more to El Paso Natural. 

According to commission figures, the 
rate boosts in the state would cost gas 
consumers an additional $19,399,000 a 
year. 

The order was coupled with a warning 
to the utilities that they must launch their 
opposition “diligently, vigorously, and in 
good faith” before the Federal Power 
Commission, which is the agency con- 
trolling rates of the Texas company. 


Florida 


Files Rate Boost Application 
AMPA ELEcTrRIc CoMPANY recently 
filed an application for an increase in 

rates with the state railroad and public 
utilities commission. The Florida electric 
utility submitted a new schedule of rates 
that it said would bring its rate of return 
on its investment up to 6.89 per cent from 
the 5.33 per cent it said it was earning in 
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the twelve months ended September 30th. 

Utility officials said the increase would 
amount to about $1.5 million yearly in 
utility operating income. In the twelve 
months ending September 30th, Tampa 
Electric had a utility operating income of 
$5,344,654. 

A commission spokesman said a hearing 
had been set for February 11th. 
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Illinois 


Natural Gas Use Authorized 


oo ILL1noIs Gas COMPANY re- 
cently reported to the state com- 
merce commission that letters were being 
mailed to approximately 22,700 customers 
authorizing them to use natural gas for 
residential space heating. 

The current release covers all cus- 


tomers who had applied for this service 
on or before February 21, 1955, for ex- 
isting homes (homes occupied when ap- 
plications were made), and on or before 
April 17, 1955, for individual new homes 
(homes not occupied on date when ap- 
plications were made). 

Permits must be acted on within twelve 
months. 


Missouri 


Court Orders New Rate Base 
Formula 
HE state supreme court last month 
handed down an opinion having the 
effect of directing the state public service 
commission to revise its rate-making 
formula by taking current inflationary 
trends into consideration in establishing 
valuations. 
The state court reversed and remanded 
a ruling by Circuit Judge Sam C. Blair of 
Jefferson City, who had upheld the com- 
mission’s finding in a rate increase case 
instituted by the Missouri Water Com- 


pany as applied to its customers in In- 
dependence. 

Written by Judge Frank Hollings- 
worth, and concurred in by all judges of 
Division I, the opinion ordered the case 
referred back to the commission. 

Missouri Water originally asked the 
commission to approve an upward revision 
of its Independence rate to produce addi- 
tional revenues estimated at $252,414. 
After the commission authorized an in- 
crease of $167,204, the company appealed, 
first to the Cole county circuit court and 
then to the state supreme court. 


Nebraska 


Interconnection Brings Savings 


NTERCONNECTION with the Omaha Pub- 

lic Power District and the Missouri 
basin project is saving wholesale power 
customers of the Nebraska Public Power 
System nearly a million dollars a year, the 
NPPS reported recently. 

Because of the interconnections NPPS 
is required to carry only 12 per cent in 
reserve capacity. Where systems are not 


interconnected and have no way of “bor- 
rowing” power to meet emergencies, they 
sometimes have to carry a reserve equal 
to the output of their largest unit—which 
may amount to as much as 20 to 25 per 
cent of their total installed capacity. 
NPPS says this saving in power sys- 
tem investment is one of the reasons why 
unified control of high voltage intercon- 
nected transmission lines is imperative, 
regardless of who builds the lines. 


New Hampshire 


Governor Seeks New Tax 
Ruling 


ft paneng Dwinell disclosed recently 
that he would seek an advisory opin- 


ion from the New Hampshire supreme 
court on the validity of proposed new gas 
and electric utility tax measures before 
calling a special state legislative session on 
the issue. 
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A bipartisan meeting of state legislative 
leaders agreed that if the high court rules 
any of the suggested tax methods is con- 
stitutional, the governor should recom- 
mend that a special session be called. 


New Hampshire’s utility franchise tax, 
which had been yielding $540,000 a year, 
was recently invalidated by the state 
supreme court on the grounds that it was 
disproportionate and discriminatory. 


Pennsylvania 


Gas Rates Suspended 


HE State public utility commission re- 

cently suspended an estimated $672,- 
000 annual rate increase asked by Peo- 
ples Natural Gas Company, Pittsburgh, 
to offset higher cost of wholesale gas pur- 
chased from Texas Eastern Transmission 
Corporation. 


The boost, which had been scheduled 
to go into effect on December 10th, was 
delayed for six months to next June 10th. 

It was announced an investigation to 
determine justification for the increase 
would be combined with current hearings 
on the city of Pittsburgh’s complaint 
against a $1,242,000 rate boost made by 
Peoples in September. 


Rhode Island 


High Court Denies Petition 


HE state supreme court recently 
denied a petition by the Narragansett 
Electric Company to amend its appeal 
from the denial of a general rate increase. 
The utility sought to allege that the pub- 
lic utility administrator denied it equality 
of treatment with the New England Tele- 
phone & Telegraph Company. 
The court ruled that it would not be 
proper to permit the electric company to 
add to its appeal an additional claim that, 


after denying it a general rate increase 
on September 30th, the administrator 
made contradictory rulings in granting 
the telephone company an increase on Oc- 
tober 15th. 

Assistant Attorney General Archie 
Smith, opposing the proposed amendment, 
argued that the electric company’s case 
should stand or fall on the correctness or 
incorrectness of the administrator’s de- 
cision in the electric company case, and 
not by comparison with the decision in 
the telephone company case. 


Tennessee 


Rules Out Strike of City 
Workers 


gpa workers may not strike to 
force a city to enter into a collective 
bargaining agreement, the state supreme 
court ruled in Nashville recently in a case 
involving the city of Alcoa and Local 760 
of the International Brotherhood of Elec- 
trical Workers (AFL-CIO). 
“Under our system of government, it 
would not be right to allow the employees 
of that government, who are servants of 
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all the people, to strike against the gov- 
ernment,” Associate Justice Hamilton S. 
Burnett commented in ruling against the 
local and thus upholding the decision of 
Chancellor J. W. Parrott. 


Last June 17th some twenty employees 
of the Blount Electric System in Alcoa 
struck in an effort to force recognition of 
their local. The strike ended a week later 
when Chancellor Parrott announced his 
ruling, but the IBEW appealed to the 
state supreme court. 





Progress 
of 


Regulation 





Trends and Topics 


Deposits to Insure Payment of Bills 


r is generally recognized that a public utility may adopt and enforce a rule 
that a prospective customer be required to deposit a reasonable amount to 
safeguard the account or be required to pay, in advance at stated periods, a 
reasonable estimated amount to cover service to be furnished. Public utility 
companies occupy a peculiar status, because of their obligation to serve, and 
it is necessary to grant them certain privileges to insure the collection of ac- 
counts (98 PUR NS 58). 


Small Deposits and Accounting Costs 


One phase of the deposit question was presented to the California commis- 
sion recently when Southern Counties Gas Company stated that the fund made 
up of the present $2.50 deposits was inadequate to offer any protection against 
uncollectible bills and that it was not taking $2.50 deposits, as it cost more to 
administer and account for the funds than the gain in revenue warranted. 
The commission permitted the company to increase the deposit requirement 
to $5, but it denied a request for permission to reduce the interest rate on 
deposits from 6 per cent to 5 per cent (20 PUR3d 267). 

The commission staff suggested inauguration of an account-opening charge 
so that those persons who open accounts often will pay for the extra accounting 
and meter-reading costs they create. The company admitted that the adoption 
of an account-opening charge would result in additional revenue but believed 
this would adversely affect customer relations. The commission saw advantages 
to the proposal and required the company to give further study to the matter. 


Amount of Deposit and Interest Allowance 


Occasionally commissions have expressed opinions, in reported decisions, 
as to the proper amount of a deposit and interest allowances to customers, 
although deposit rules are usually approved as part of filed tariffs without 
special comment. A company should not be permitted to require deposits or 
advance payments beyond the point necessary to insure the minimizing of loss 
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due to unpaid bills. This statement was made by the Ohio commission in a 
case where a telephone company refused to furnish residence service in the 
absence of a $100 deposit. A complainant against this deposit requirement, 
in the opinion of the company, had poor credit. Her husband had defaulted 
in payment of an obligation and he was still indebted to the company. The 
commission decided that an advance payment of $12 was reasonable (97 PUR 
NS 29). 

The relationship between the amount of the deposit and the estimated amount 
of bills is illustrated in a case which came before the Illinois commission. A 
gas utility was required to furnish service to a commercial customer, engaged 
in making confections, only upon condition that the customer first make a 
deposit of an amount found by the commission to be a reasonable require- 
ment for the probable gas consumption of such a business. The commission, 
in consideration of all the facts and circumstances, decided that a credit deposit 
initially should be made in the sum of $100 and that frequent readings of the 
meter should be made for the purpose of obtaining data for possible readjust- 
ment of the amount of deposit (PUR1933C 495). 


The Missouri commission, in considering a deposit rule of a gas company, 
referred to a general order of the commission adopted in 1915 authorizing 
gas utilities to require a cash deposit or a personal guaranty by a responsible 
person before furnishing metered service. This rule provided that the amount 
of the deposit or guaranty should not exceed an estimated bill covering one 
billing period plus thirty days. Interest at the rate of 6 per cent per annum, 
payable annually or upon the return of any deposit, was to be paid. This rule 
was subject, however, to the further provision that the cash deposit remain 
for a period of at least six months and that the rate of interest should be only 
3 per cent per annum if the utility kept the deposit in a separate and distinct 
trust fund deposited in a bank. The commission said it did not approve arbi- 
trary action by a company in requiring customers to make deposits, but the 
commission could understand how the company must be permitted to operate 
its business for the good of all customers and not for the good of a few who 
may take advantage of any rule the company might have in effect (46 PUR 
NS 65). 

The Wisconsin commission, in authorizing a telephone rate increase, said 
that applicants or customers whose credit rating is or may become unsatis- 
factory should be required to make a deposit of not more than the rate for 
exchange service for one billing period (except when a minimum contract 
period of more than one month is required, in which case the deposit should 
be equal to one-half of the rate for exchange service for the entire initial con- 
tract period) plus the estimated toll bill for two billing periods, to be applied 
at any time, at the option of the company, in payment of any subsequent un- 
paid charges for service rendered. Any balance of the amount deposited would 
be returned to the customer at the termination of service, at the termination 
of a minimum contract period, or at any time previous thereto upon establish- 
ing a satisfactory credit rating. Simple interest at the rate of 5 per cent would 
be paid on deposits retained for thirty days or longer (68 PUR NS 146). 
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Review of Current Cases 


State Commission Asserts Jurisdiction and 
Authorizes Direct Sales by Panhandle 


HE Illinois commission asserted juris- 

diction over direct sales by Panhandle 
Eastern Pipe Line Company to industrial 
consumers in Illinois. Denying a petition 
for disclaimer of jurisdiction, the com- 
mission ruled that certificate authority 
must be obtained for such service. As an 
alternative to the petition for disclaimer, 
Panhandle sought certificate approval of 
a contract to provide interruptible service 
to Cabot Carbon Company in the immedi- 
ate area of other industrial consumers 
served by the company. 


Holding Out to Serve 


Panhandle has in recent years greatly 
increased its direct sales to industrial con- 
sumers in the state, for an aggregate of 
about 20 per cent of its Illinois business. 
Evidence was shown of declarations by 
Panhandle that the industrial area in 
which it proposed to expand service was 
its own service area. From this and other 
evidence the commission concluded that 
Panhandle was holding itself out to serve 
the public by retailing gas direct to ulti- 
mate industrial consumers who may locate 
along its transmission mains. 

The commission observed that both 
Panhandle Illinois Pipe Line Company 
and Illinois Natural Gas Company, sub- 
sidiaries of Panhandle, were public utili- 
ties under Illinois law and conducted their 
operations under the jurisdiction of the 
state commission. By the mere corporate 
device of dissolving subsidiaries and ac- 
quiring their assets, the commission de- 
clared, a parent company cannot remove 
from the commission’s jurisdiction opera- 
tions which are identical with those of its 
subsidiaries. 


By a 1957 amendment, the Illinois Pub- 
lic Utilities Act clearly applies to inter- 
state commerce to the extent permitted by — 
federal law. The commission took the 
position that general jurisdiction of a state 
regulatory agency over direct sales by an 
interstate pipeline company is not pro- 
hibited by federal law. 


Objections by Local Utilities Overruled 


Intervening retail gas companies, in- 
cluding Citizens Gas Company of Tuscola, 
opposed commission approval of the con- 
tract by which Panhandle would sell di- 
rectly to Cabot Carbon Company. Citi- 
zens contended that monopolistic direct 
sales by Panhandle should not be encour- 
aged and that Citizens should be permitted 
to serve the industrial customer. Another 
intervening distributing company asserted 
that a pipeline should not be allowed to 
sell directly to a consumer while an Illinois 
utility stands ready and able to make the 
sale. 

Actually, no other company sells gas in 
the immediate area in which Panhandle 
now serves several industrial customers 
and in which the new customer will be lo- 
cated. The evidence indicated that Citi- 
zens was not in fact readily able to furnish 
gas to Cabot Carbon Company. Under 
the contract proposed by Panhandle, the 
customer will connect to a pipeline serv- 
ing another industrial plant in the area. 
Panhandle will be able to fulfill its obliga- 
tions under the contract without interfer- 
ing with its commitments to any Illinois 
utility. 

The commission recognized that it 
would be in the public interest of the state 
to prohibit the direct service by Panhandle 
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if it could be supplied by a local distribut- 
ing company. However, the evidence 
showed, besides the fact that Citizens was 
unable readily to provide the needed serv- 
ice, that the area in which the new cus- 
tomer was located had already been 
granted to Panhandle, for practical pur- 
poses, under certificates to serve other in- 
dustrial customers in the area. 


Rate Proposals 


The contract provided for an interrupti- 
ble rate of 45 cents per Mcf, which was 


greatly in excess of the price fixed by the 
Federal Power Commission for sales for 
resale covering the same type of interrupti- 
ble service in Illinois. The Illinois commis- 
sion intimated that the 45-cent rate might 
be questioned on grounds of reasonable- 
ness. But it thought the contract as nego- 
tiated by the parties should be approved 
on the record, noting that the rate would 
be subject to subsequent modification by 
the commission if it should become neces- 
sary. Re Panhandle Eastern Pipe Line Co. 
No. 44278, November 6, 1957. 


Increased Expenses and High Construction Costs 
Necessitate Rise in Telephone Rates 


N™ ENGLAND TELEPHONE & TELE- 
GRAPH CoMPANY obtained from the 
Rhode Island commission somewhat less 
than one-half of a requested rate increase 
of nearly $3 million. According to the 
commission’s calculations, the authorized 
increase will afford a rate of return of 
6.25 per cent on a net investment rate base. 

The company cited increased operating 
expenses and expansion of facilities dur- 
ing recent inflationary years as necessitat- 
ing additional revenues, though some sav- 
ings are expected to flow from newly in- 
stalled dial facilities. Recent construction 
has increased the gross plant per telephone 
from $252.97 at the beginning of 1952, 
to $311.07 at the end of 1956. Further 
expansion of facilities is required by con- 
tinuing heavy demand by applicants for 
new service and by present subscribers for 
upgraded service. 


Capital Cost and Return 


The company contended, through its 
expert witness, that it should be allowed 
an opportunity to earn between 7} and 73 
per cent return if it is to be expected to 
attract the new capital needed for further 
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expansion. This witness, noting that the 
company had recently issued debt securi- 
ties at a cost of 4.65 per cent, urged that 
the company would reasonably have to pay 
between 44 and 44 per cent for additional 
debt capital. 

He expressed the view that the tele- 
phone company should be permitted to 
earn a return on common equity which 
would approach the rate being earned by 
class A and B electric utilities, for which 
capital the average rate of return in recent 
years has been well over 10 per cent. In- 
vestment characteristics of the securities 
of both types of business are similar, 
though the telephone investor enjoys less 
stability of earnings, said the witness. It 
was also contended that the applicant 
should be allowed a capital structure, for 
rate making, of 35 per cent debt and 65 
per cent common equity. 

Adopting a debt ratio of 45 per cent 
and assuming 4.75 per cent as the cost of 
additional debt capital, together with 8 
per cent as the cost of common equity, the 
commission arrived at a cost of capital of 
6.14 per cent. The mere application of a 
strict cost-of-money formula, however, 
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does not result in a fair rate of return, 
the commission indicated. A fair rate of 
return is something over and above the 
cost of money. The commission allowed 
6.25 per cent. 


End-of-period Rate Base 


A 7-month period ending in mid-1957 
was chosen for the test period, and by 
using end-of-period figures for plant in 
service, the commission thought the results 
would be representative of an average 
plant figure for the calendar year. Plant 
under construction was excluded from the 
rate base, as was construction interest from 
the revenue account. The commission rec- 
ognized that it is equitable to relate the 
revenues earned during a given period of 
time with the plant in service which pro- 
duced the revenue. 

Book depreciation reserve was accepted 
as representative of accrued depreciation. 
Materials and supplies were allowed in 
the actual amount on hand at the end of 
the test period. Although the company 
claimed cash working capital for forty- 
five days’ operating expenses, the commis- 
sion allowed about twenty-three days on 
the basis of the net interval of time be- 
tween service and collections, less the in- 
terval between the incurrence of operating 
expenses and disbursements. 

The commission adopted a separations 
study of intra- and interstate operations 
made in accordance with the NARUC- 


e 


FCC Separations Manual. It rejected a 
method, proposed by public counsel, based 
on relative use, where “some segment of 
the company’s plant and operating ex- 
penses would fall into a twilight zone in 
which the company would be incapable of 
earning any return thereon.” 


Discriminatory Rates Adjusted 


Subscribers served by fringe area ex- 
changes complained that they were not 
permitted toll-free calls to other noncon- 
tiguous fringe area exchanges. Such calls 
required a switching operation which oc- 
casioned expense to the company. On the 
other hand, subscribers served by the cen- 
tral exchange had unlimited calling access 
to the surrounding fringe exchanges, 
which were contiguous to it, without any 
additional expense to the company. Fringe 
subscribers, who paid the same basic rates 
as central subscribers, charged discrimina- 
tion. Since the company did not have the 
necessary switching equipment available 
in the central office to warrant the elimi- 
nation of message units being applied on 
calls between subscribers in noncontiguous 
exchanges, and since the elimination of 
message units would generate increased 
traffic, the commission concluded that a 
downward adjustment should be made in 
the rates applicable to subscribers of all 
fringe exchanges. Re New England 
Teleph. & Teleg. Co. Docket No. 636, 
October 15, 1957. 


New Hampshire Separations Plan Rejected in Favor of NARUC 
Separations Procedure in Telephone Rate Case 


Lo New Hampshire commission dis- 
approved a rate increase proposed by 
New England Telephone & Telegraph 
Company, but authorized a smaller in- 
crease. In this case the commission ac- 
cepted the principles of the NARUC Sepa- 


rations Manual for the purpose of sepa- 
rating the company’s plant, revenues, and 
expenses between interstate and intrastate 
service. In doing so it, in effect, rejected 
the so-called New Hampshire Plan which 
had been used in a 1952 rate case involv- 
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ing the same company (97 PUR NS 410). 
That plan had been upheld by the state 
supreme court (99 PUR NS 111). 

The commission said that since the 
Separations Manual has such overwhelm- 
ing acceptance by state and federal com- 
missions, and the telephone industry as to 
confirm its fairness, and since it was rec- 
ommended for use by all state commis- 
sions by the 1957 NARUC convention, 
it accepted it for use in this case as the 
best method so far devised. 


New Hampshire Plan 


Under the New Hampshire plan local 
conditions affecting telephone usage and 
the time of toll peak are considered. The 
commission pointed out.that the relation- 
ship between exchange use and toll use has 
changed since 1952. In that year the peak 
usage for both toll and exchange plant 
occurred in July and August, generally 
attributed to the seasonal tourist trade. In 
the instant case, however, peak usage of 
exchange plant occurred in December and 
January, whereas peak usage of toll plant 
occurred in July and August. 

The commission did not disagree with 
the principle that plant required to handle 
peak loads should be fairly allocated in 
accordance with demands established at 
peak periods. However, use of the peak 
demand method for allocating facilities 
presupposes simultaneous use by various 
classes causing the demand. In this case, 
however, outside exchange plant and sub- 
scribers’ stations bore no relation to peak 
toll calling, and to separate them on such 
a basis would be without logic or reason, 
according to the commission. 

The amount of local exchange calling 
indicated a high demand for exchange 
facilities with relatively little variation 
from month to month. Additional sub- 
scribers’ lines or instruments were rarely 
necessary to handle toll calls, regardless 
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of the monthly variations. Furthermore, 
the subscriber’s lines and instruments 
could never be used simultaneously for 
exchange and toll. 


Cost of Capital and Return 


In determining the company’s cost of 
capital as affecting return allowance, the 
commission used a 45 per cent debt ratio, 
with cost of additional debt at 43 per cent 
and the cost of equity at 8 per cent. Using 
these factors, the minimum cost of capital 
would be 6.12 per cent. 


The rate of return has slowly but stead- 
ily declined because of company expansion 
and rising costs on nearly all replacements 
of plant. This is known as attrition. Rec- 
ognizing this condition, and that a fair rate 
of return should be somewhat above the 
cost of capital, the commission concluded 
that the minimum fair rate of return 
should be 6.2 per cent. 

The commission authorized a rate in- 
crease of $1,075,206 rather than the pro- 
posed increase of $1,480,000. It pointed 
out that the difference between the amount 
allowed and that suggested by a company 
witness amounted to less than one cent per 
day to each telephone customer in New 
Hampshire. 


Dissenting Opinion 


Commissioner Thornton, newly elected 
president of the NARUC, disagreed with 
the majority in its use of the NARUC 
Separations Manual, as well as the return 
allowance. He believed that the separation 
should be made at the time of peak toll 
use, pointing out that New Hampshire is 
a vacation state with a large summer busi- 
ness and a high peak use of toll which 
seriously affects the fairness of any sepa- 
ration done under the present NARUC 
formula. Commissioner Thornton said 
that the “argument for uniformity fails 
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to impress me when such uniformity is 
at the cost of our ratepayers.” 

In discussing the cost-of-capital factor, 
Commissioner Thornton said that the cost 
of 43 per cent for a future debt appeared 
to be much closer to actualities than the 
majority estimate of 43 per cent. As for an 
additional allowance in the rate of return 
for attrition, he believed that no evidence 


had been submitted as to the extent, or 
amount, suffered by the company. Any al- 
lowance made in this case would, in his 
opinion, be in the nature of an estimate 
unsupported by any evidence and contrary 
to the statute which places the burden of 
proof on the company. Re New England 
Teleph. & Teleg. Co. D-R3624, Novem- 
ber 22, 1957. 


Higher Capital Costs and Expenses Support 
Increase in Telephone Rates 


AN application by Pacific Telephone 
& Telegraph Company for a rate 
increase sufficient to afford a rate of re- 
turn of 6.88 per cent, based on 1956 op- 
erations, received the approval of the 
Idaho commission. This return would 
decline during 1957 to approximately 63 
per cent. 

A rate of return of 5.96 per cent was 
authorized in the company’s last intra- 
state rate case in 1952. 

The commission adopted the rate base 
submitted, consisting of average net plant 
and working capital, with the latter item 
adjusted for a 1956 wage increase. It was 
noted that this rate base was the lowest 
possible one which the commission could 
use in passing upon the reasonableness of 
the proposed rate increase. 

The separation of intrastate and inter- 
state operations was approved as present- 
ed by the company. The study was based 
on the 1947 Separations Manual, with 
1952 and 1956 addenda, agreed to by 
the Federal Communications Commission 
and the National Association of Railroad 
and Utilities Commissioners. 


Capital Cost and Expenses 


Higher capital cost was cited as neces- 
sitating an increase in the allowable rate 
of return. In 1952 the cost of new capital 


to the company, based on market condi- 
tions and earnings level then existing, was 
5.79 per cent. Based on the same condi- 
tions, the cost of new capital had risen in 
1956 to 6.32 per cent. This cost, the com- 
mission commented, does not reflect a 
fair return on the book capital already 
committed to the business. Evidence sub- 
mitted for the company showed that in 
1952, when the applicant was allowed a 
rate of return of 5.96 per cent, a return 
of 5.99 per cent was enjoyed by 150 of 
the largest electric, gas, and telephone 
utilities. In 1956 these utilities were earn- 
ing 6.69 per cent. 

Rising expenses, together with a large 
construction program, had diminished 
the company’s earnings. At the close of 
1951, the commission noted, the net plant 
investment of the company per telephone 
in Idaho was $150. At the end of 1956, 
the cost was $285, while the cost per tele- 
phone added during the 5-year period 
was $592. Since 1952, the company has 
made a 33 per cent gain in stations. Plant 
investment since then has resulted in an 
increase in dial service from less than one 
per cent to over 90 per cent. Other impor- 
tant improvements in service have been 
accomplished by the company. Re Pacific 
Teleph. & Teleg. Co. Case No. U-1001-2, 
Order No. 4481, October 3, 1957. 
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Nuclear Power Development Costs Proper Operating 
Charges of Electric Company 


ees associated with the develop- 
ment of nuclear power as a means of 
electric generation were recognized by the 
California commission as fair and reason- 
able charges to Pacific Gas and Electric 
Company’s over-all operations for electric 
rate-making purposes. The commission 
found the development program to be in 
the public interest. 

The commission said research and de- 
velopment, continuing studies on new and 
different reactor technologies, training of 
personnel, and construction of both pilot 
and succeeding permanent plants and as- 
sociated activities will play an important 
role in enabling the company to provide 
efficient and adequate electric service. 

It was noted that the generation of elec- 
tricity by the use of nuclear power may 
well provide the means by which future 
electric service will be of even greater 
benefit to the people of the state than the 
modes of generation now used. The full 
support of the California Farm Bureau 
Federation is behind the company in this 
program. 


Rate Increase 


This action was taken by the commis- 
sion in passing upon the company’s pro- 
posal to increase electric rates. An in- 
crease of $16,967,000 was granted, al- 
though the company had proposed an in- 
crease of $19,783,000. The case was 
treated as one of offsetting increased 
costs of operation rather than one of de- 
termining a fair return under present-day 
conditions. 

A return of 5.75 per cent, which in- 
cluded an attrition offset factor, was al- 
lowed so that a return of 5.55 per cent 
might be earned, the same rate previously 
allowed by the commission for the test 
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year 1952. Frequent and large increases 
in the cost of fuel oil used in the com- 
pany’s steam power plants had caused the 
return to decline to 4.99 per cent for 1957. 
Energy generated by these plants consti- 
tuted about two-thirds of all of the com- 
pany’s generation in a year. This cost of 
fuel was beyond the company’s control. 


Fuel Adjustment Clause 


The commission disapproved a pro- 
posal to make a fuel adjustment clause ap- 
plicable to electric rates. It observed that 
it does not look with favor on automatic 
cost adjustment clauses. Fuel clauses in 
rate schedules may have their proper place 
in certain schedules where it is essential 
that competitive conditions be met, but, 
said the commission, the company’s pres- 
ent proposal that fuel clauses be placed in 
practically every electric rate schedule was 
not for such a purpose. The record con- 
tained no evidence that a competitive re- 
lationship existed. It showed merely that 
the company had sustained substantial in- 
creases in the cost of fuel and that it 
sought an automatic adjustment in its rev- 
enues to offset variable or increasing fuel 
costs. 


Income Tax Factor 


The commission believed that the com- 
pany requested no increase in its rate of 
return previously found reasonable only 
because it expected the commission to 
credit it with “normalized” tax expense 
based on straight-line depreciation, even 
though it might reduce its actual current 
tax payments by availing itself of the ac- 
celerated depreciation and amortization 
options under the Internal Revenue Code. 

The commission, in another case, had 
adopted tax expense calculations based on 
straight-line depreciation and permitted 
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“normalization” with respect to accelerat- 
ed amortization and held in abeyance any 
decision with respect to accelerated de- 
preciation. It accorded the same treat- 
ment in this case but provided that if the 
company should elect to take accelerated 
depreciation for any future year, it should 


e 


immediately report such election to the 
commission. This body, in turn, would 
promptly move to adjust the rates herein 
authorized in such manner as it might then 
find to be appropriate. Re Pacific Gas & 
E. Co. Decision No. 55720, Application 
No. 38811, October 22, 1957. 


SEC Denial of Holding Company Exemption Affirmed 


HE United States court of appeals up- 

held an order of the Securities and 
Exchange Commission (15 PUR3d 112) 
refusing to exempt Cities Service Com- 
pany and Arkansas Fuel Oil Corporation 
from the provisions of the Holding Com- 
pany Act, despite the fact that Cities 
Service and all of its subsidiaries had dis- 
posed of all their utility holdings. The 
denial had been based, in part, on a prior 
proceeding involving Arkansas Fuel Oil 
Corporation in which jurisdiction had 
been specifically retained because of a pub- 
licly held minority interest. 


Automatic Exemption 


Cities Service claimed that by disposing 
of all its utility holdings it and its whole 
system automatically became entitled to an 
exemption under § 3(a)5 of the act, im- 
plying that compliance with the formal re- 
quirements of that section was sufficient. 
The court disagreed, saying that the statu- 
tory provision clearly implied that regu- 
lation of holding company systems may go 
beyond requiring elimination of the utility 
interest at both the initial and later stages 
of regulation. The statutory policy was 
deemed to extend to elimination of evils 
which had become part of the corporate 
structure of holding companies and their 
subsidiaries. 

The court said the fact that the utility 
interests are disposed of before all the 
abuses have been eliminated does not de- 


prive the commission of power to deal 
with the abuses even though it chooses to 
do so after the divestment. Since the 
commission had properly found that the 
continued existence of the publicly held 
minority interest constituted a complexity 
resulting in inequitable distribution of vot- 
ing power in violation of the act, it could 
properly deny exemption until that inter- 
est was disposed of. 


Voting Power Distribution 


The holding company contended that 
since each shareholder in the ‘subholding 
company had one vote for one share the 
voting power distribution could not be 
deemed inequitable. The court disagreed. 
A ballot has power only when it can in- 
fluence decision. Because of the majority 
rule principle, the voting power of a per- 
manent minority can easily be annulled. 

If the majority’s basic concern is not for 
the welfare of the corporation, but for an 
interest which may be adverse, there is no 
common interest between minority and 
majority interests, and the minority may 
effectively be disenfranchised. Thus, it 
was pointed out, even with individual com- 
panies in a holding company system, if the 
minority has no chance to influence deci- 
sion because the majority does not have 
single-minded allegiance to the company, 
the one-share-one-vote formula does not 
mean that the distribution of voting power 
is equitable. Evidence, in the court’s opin- 
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minority interest. Cities Service Co. v. 
Securities and Exchange Commission, 


ion, justified the commission’s finding that 
there were inherent conflicts of interest 


and de facto disenfranchisement of the 


e 


247 F2d 646. 


Commission Jurisdiction Not Invalidated by Failure to 
Observe Its Rules 


HE California commission denied mo- 

tions to dismiss a complaint brought 
by a telephone subscriber alleging service 
inadequacies and the right to reparation 
therefor. The cause was set for a hearing 
on the merits. 

There is nothing in the Public Utilities 
Code, held the commission, which requires 
the verification of a complaint, notwith- 
standing that a commission rule requires 
such verification. But the mere failure of 
the commission to observe rules adopted 
by it relative to practice and procedure, 
pointed out the commission, does not 
render its order one in excess of jurisdic- 
tion. 

The commission dismissed that portion 
of the complaint barred by the applicable 
2-year statute of limitations. A complaint 
must be filed within two years of the time 


e 


the cause of action accrues, and the mak- 
ing of an “informal complaint” by letter 
does not constitute the commencement of 
an action. The statute of limitations can- 
not be waived by the defendant in an ac- 
tion, nor will the defendant be deemed 
estopped, by conduct on its part, from 
pleading such statute as a defense. 

A motion has been made to join an- 
other telephone company as a third party 
defendant. Here again, the commission 
denied the motion, since it appeared be- 
yond the commission’s jurisdiction inas- 
much as the applicable statute of limita- 
tions in which to commence the action 
against the third party had also expired. 
Pacific Mercury Television Mfg. Corp. 
v. California Water & Teleph. Co. Deci- 
sion No. 55620, Case No. 5896, October 
1, 1957. 


Accruals for Damages and Unpaid Taxes 
Contested in Transit Rate Case 


| ssbeimeonein RaIiLways Company had 
no apparent difficulty in persuading the 
Pennsylvania commission to vacate its re- 
cent order suspending proposed rate in- 
creases. The company pointed to increased 
operating costs as requiring a boost in 
fares. Even assuming a depreciated orig- 
inal cost rate base (the lowest of four 
rate bases in evidence) and excluding all 
controverted items of expense, the com- 
pany would earn a return of only 5.3 per 
cent. Pennsylvania subscribes to the fair 
value theory, giving consideration to re- 
production cost. 
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While the commission was satisfied that 
the evidence was sufficient to justify in- 
creased fares, there was still pending be- 
fore it a complaint by the city of Pitts- 
burgh against the new tariffs. As a con- 
sequence, no further action at the moment 
was contemplated other than to permit the 
proposed fares to become effective. 


Accruals for Injuries and Damages 


A witness for the city of Pittsburgh 
complained that the company had con- 
cealed earnings by accruals for injuries 
and damages in excess of the amounts al- 
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lowed for tax purposes. The commission 
ruled that the charge of concealment of 
earnings was without foundation. 

The accruals were made in accordance 
with accounts prescribed by the commis- 
sion in the knowledge that they would not 
necessarily coincide with allowances per- 
mitted for tax purposes. The company 
entered amounts which it believed neces- 
sary to meet pending and potential claims 
that may not be settled until some future 
time, whereas the tax authorities allow 
as a deduction only the amounts actually 
expended in the settlement of claims dur- 
ing a particular year. The company, in 
effect, levels these charges through the 
vears, based upon its experience. The com- 
mission noted that it is possible for the 
settlements paid in a particular year to 
exceed the book accruals. 


Tax Accruals and Abandonment Losses 


An interesting question arose respect- 
ing federal inéome tax expense, though 
the commission did not decide it. The com- 
pany made normal accruals for federal in- 
come taxes. Actually, by reason of aban- 
donment losses, it had paid no federal in- 
come taxes for 1955 or 1956 and would 
pay none for 1957. The city’s witness con- 
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tested the accruals. The company con- 
tended that since the abandonment losses 
and carry-forward losses were extraor- 
dinary in nature and applicable to prior 
years, the benefits from them should not 
inure to the patrons but instead to the 
stockholders. Such accruals, it was said, 
should be credited to paid-in surplus as a 
factor compensating the loss write-off 
charged to that account in connection with 
the abandonments. 

Historically, the abandonment losses 
emanate from deficiencies in depreciation 
charges and the companion reserves ac- 
cumulated during prior years, the com- 
mission observed. Had adequate charges 
and reserves for depreciation been re- 
corded during prior years in amounts suffi- 
cient to allow for write-off of the proper- 
ties at the time of abandonment, patrons 
would have been required in prior years 
to pay increased fares to compensate for 
the higher depreciation provision. But it 
was not necessary to decide the question 
since, even excluding the tax accruals, the 
proposed higher fares were well within 
the zone of reasonableness. Pennsylvania 
Pub. Utility Commission v. Pittsburgh R. 
Co. Complaint Docket No. 16835, Octo- 
ber 7, 1957. 


Railroads’ Concerted Special Rates to Military 
Violate Antitrust Law 


N an action by air carriers for an injunc- 
tion and treble damages, a United 


I 


States district court ruled that concerted 
reduced rates of interstate railroads to a 
military establishment were per se illegal 


under the antitrust laws. These rates 
varied to as much as 50 per cent below reg- 
ularly filed tariffs. The court granted an 
injunction but refused to allow damages. 
The railroads claimed that their special 
charges had been approved by the Inter- 
state Commerce Commission and that they 


67 


were therefore relieved from the opera- 
tion of the antitrust laws. Denying the 
court’s jurisdiction, the railroads further 
asserted that the subject matter of this 
suit was within the exclusive primary 
jurisdiction of the Interstate Commerce 
Commission. 

The court held that the antitrust im- 
munity conferred by the Interstate Com- 
merce Act did not apply to these concerted 
quotations made to the government. Nor 
did the commission ever immunize the rail- 
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of this suit. Aircoach Transport Asso. et 
al. v. Atchison, T. & S. F. R. Co. 154 F 
Supp 106. 


= 


roads’ special rates. Finally, the court de- 
clared, the commission does not have pri- 
mary jurisdiction over the subject matter 


Surcharge Authorized in Accordance with Tax and 
Assessment Clause in Tariff 


_ New Mexico commission ap- 
proved an electric company’s applica- 
tion for authority to add a surcharge to 
rates charged agencies of the federal gov- 
ernment. Filed tariffs contained a special 
tax and assessment clause which allowed a 
surcharge equal to the amount of tax and 
assessment increases to be added to base 
rates, upon commission approval. 

The company, because of the removal 


e 


of tax exemption privileges applicable to 
agencies of the federal government, was 
liable to the state for 2 per cent of gross 
receipts collected from federal agencies 
under service contracts. The commission 
held that application of the special tax and 
assessment clause was proper under the 
circumstances. Re Public Service Co. of 
New Mexico, Case No. 396, October 25, 
1957. 


Desire of User of Paramount Consideration in 
Contract Motor Carrier Permit 


HE New York commission abrogated 

a previous order denying an applica- 
tion by a partnership for a contract motor 
carrier permit to transport physically hand- 
icapped persons, and issued the permit. 
The commission pointed out that the proof 
as to the availability of applicant’s facili- 
ties for the service required would be 
cogent but for the exceptional character 
of the service involved. 

Some types of regulated transportation, 
because of their highly personalized char- 
acter, are in a true sense contract carriage, 
said the commission. Transportation of 
handicapped persons who require special 
handling and care not only in transporta- 
tion, but in entering and leaving the ve- 
hicle, falls within such classification. 

Where it is found that a service is true 
contract carriage because of the special 
requirements, the desire of the user as to 
which carrier is to be employed becomes 
a paramount consideration, particularly 
where the operation is to be performed 
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under a continuing contract. Here, the 
contract customers had indicated a strong 
preference for the applicant’s service, al- 
though other carriers protested. 


Ability to Perform 


One witness had produced testimony 
which cast a doubt upon one of the co- 
partner’s ability to perform the specialized 
services involved. 

In the New York commission’s opin- 
ion, however, whether or not the co- 
partner possessed the requisite ability was 
not the determining factor. The statutory 
requirement as to fitness and ability was 
sufficiently met by a showing that the part- 
nership could provide the special service 
by the use of qualified chauffeurs. The 
commission concluded that the applicants 
were fit, willing, and able to perform the 
proposed service and that such service was 
consistent with the public interest. Fe 

zarow (Social Service Transp. Co.) 
Case 20736, October 24, 1957. 
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Discrimination in Rail Rates Ruled Independent of 
Competition between Shippers 


oo California supreme court held er- 
roneous a conclusion by the state 
commission (12 PUR3d 482) that a lower 
rail rate for one shipper than for another 
was not unduly discriminatory because 
there was no competition between the two 
shippers. 

A railroad transported iron ore for a 
steel company at a substantially lower rate 
than for a cement company, though the 
mileage and operating conditions in both 
cases were similar. Upon complaint by the 
cement company that the higher rate ap- 
plied to it was discriminatory, the com- 
mission dismissed the case. 

However, it made conflicting findings. 
It found that the complainant had suf- 
fered no undue prejudice because there 
was no competition between it and the 
steel company and also because the dif- 
ferential was justified by a greater antici- 
pated volume and regularity of shipments 
to the steel company. The commission af- 
firmed its order of dismissal and denied 
rehearing but stated that the facts respect- 
ing the questioned rates “present a situa- 
tion which should not be allowed to con- 
tinue” and that adjustments should be 
made to obtain “rates which will not re- 
flect an unreasonable difference.” 

The state supreme court held that these 
statements constituted an implied finding 
that the rates were discriminatory. The 
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state Constitution prohibits discriminatory 
rates, and a statute proscribes unreason- 
able differences in rates as between locali- 
ties. The statute makes no exception for 
situations in which no competition is in- 
volved. 

The commission’s holding that the rates 
were not discriminatory, based on the lack 
of competition, violated these require- 
ments of law. It was also inconsistent with 
the implied finding, supported by the evi- 
dence, that the rates were discriminatory. 
The order dismissing the complaint was 
annulled. 


Complainant's Right to Hearing 


The commission contended in effect 
that it was not bound to determine in this 
proceeding the amount of possible dis- 
crimination and to order its removal. It 
expressed the view that it could proceed 
with the matter in an administrative in- 
vestigation without participation by the 
complaining cement company. The court 
indicated, however, that upon complaint 
by the shipper, the commission was re- 
quired to hold a hearing, make an order 
which would resolve the issues presented, 
and fix reasonable rates, recognizing the 
cement company’s right to participate in 
the entire proceedings. California Port- 
land Cement Co. v. California Pub. Utili- 
ties Commission, 315 P2d 709. 


Grant of VHF Permit in UHF Area No Abuse 
Of FCC Discretion 


Sib Federal Communications Com- 
mission was held not to have abused 
its discretion in refusing to stay or condi- 
tion the grant of a television construction 
permit for a VHF station. The fact that 
the commission had, as the result of a 


general rule-making proceeding, decided 
to reject intermixture as a national policy 
did not alter the court’s opinion. Neither 
did the fact that a UHF station was al- 
ready operating in the area. 

The petitioner contended that, in view 
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of the commission’s declared objective of 
taking immediate steps to grant relief to 
the public and UHF operators in inter- 
mixed markets, there was no reasonable 
factual or legal basis for distinguishing 
between the public policy considerations 
applicable to the intermixture problem in 
his area and the intermixture problem in 
Peoria, Springfield, Hartford, and New 
Orleans, where the commission had or- 
dered deintermixture rule-making pro- 
ceedings. The court was unable to accept 
such arguments. 

It appeared that, for the thirteen areas 
for which rule-making proceedings were 
authorized, the commission had already 
reached tentative conclusions regarding 
the nature of the solutions deemed desir- 
able. The hearings were primarily insti- 
tuted in order to receive views of inter- 
ested parties as to the propriety and feasi- 
bility of these solutions. 
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The commission had deemed it desirable 
to refrain, pending the conclusion of the 
hearings, from any action which would be 
contrary to or inconsistent with the con- 
templated solutions. It, accordingly, had 
attached appropriate conditions to new 
grants of VHF licenses in those areas 
where a VHF channel would be deleted 
under the notice of proposed rule mak- 
ing. 

No such tentative or preliminary con- 
clusions had been reached by the commis- 
sion with respect to petitioner’s area. On 
the other hand, the public interest in re- 
ceiving promptly a new television service 
was a factor which the commission was 
entitled to consider. The court was unable 
to conclude that the commission had been 
arbitrary or capricious in refusing to stay 
or condition its grant. Jacksonville Jour- 
nal Co. v. Federal Communications Com- 
ntission, 246 F2d 699. 


Subscriber’s Request for Local Telephone Service 
Through Adjoining Exchange Denied 


ew Missouri commission denied a 
subscriber’s request for telephone 
service through the exchange area adjoin- 
ing the area in which he resided and was 
being served. It held that the subscriber’s 
preference to have local telephone service 
through the adjoining exchange merely to 
satisfy his personal wishes, interests, or 
needs, did not in and of itself furnish any 
basis for an alteration of the common 
boundary line so as to encompass his home 
within that area. 

Service area maps defining the bound- 
aries of these exchanges were filed with 
the commission and by operation of law 
became effective. As such, they were held 
to be binding on all concerned, including 
the commission, the company, and the 
subscriber unless the commission found 
them to be arbitrary and unreasonable. 
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The commission said that such boundary 
lines must be fixed at definite locations to 
insure adequate service and to enable the 
company to engineer the plant with which 
to render service on a sound, economical 
basis. 

Nothing in this proceeding indicated 
that the common boundary in question 
was improper or that the subscriber had 
been discriminated against by the location 
of that boundary. 

Consequently, the Missouri commis- 
sion held that the subscriber must look 
to the existing exchange facilities for local 
telephone service. It noted, however, that 
he might be served through the other ex- 
change by the use of the Bell system’s 
foreign exchange service at the rates and 
terms therefor if he desired it. Re Jansen, 
Case No. 13770, November 6, 1957. 
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“Public Necessity” Justification for Opening Industrial 
Area to Two Railroads 


i es South Dakota commission con- 
cluded that the public interest would 
be best served by opening an industrially 
zoned area to two railroads instead of one. 
The request by one of the railroads that 
the commission find public necessity re- 
quired condemnation and construction of 
a spur track, across the other’s right of 
way to the industrial real estate it owned, 
was denied. 

The commission limited its findings to 
the issue of whether “public necessity,” as 
distinguished from “public use,” existed 
for the construction of the spur and the 
condemnation of the land. The record es- 
tablished that it would be a substantial 
benefit to the petitioning railroad to de- 
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velop the tract of land it owned for indus- 
trial purposes by leasing to industries 
whose patronage naturally would flow to 
its line. However, the commission did not 
believe that a benefit flowing to the rail- 
road, standing alone, was sufficient to con- 
stitute “public necessity,” as contemplated 
by law. 

The fact that, presently, the land owned 
by the railroad had no industries located 
on it was held relevant to the issue of pub- 
lic necessity for the spur. The commission 
did not pass upon the question of “public 
use,” since the nature of any use, whether 
public or private, is a judicial question. 
Great Northern R. Co. v. Chicago, St. P., 
M. & O. R. Co. F-2440, October 18, 1957. 


. State and Federal Jurisdiction Not in Conflict 
On Rail Track Abandonment Question 


[ is no conflict between state and 
federal jurisdiction, the New Jersey 
commission held, in ruling on a proposal 
by Delaware, Lackawanna & Western 
Railroad Company to abandon one of two 
tracks of a branch line. The proposal was 
made in connection with an application to 
the Interstate Commerce Commission for 
authority to make changes in signals on 
the line. 

A motion addressed to the state com- 
mission to dismiss for lack of jurisdiction 
was denied. 

The Interstate Commerce Commission 
has control over the installation, main- 
tenance, and efficiency of safety devices. 
The state commission is authorized to re- 
quire railroads to furnish safe and ade- 


quate transportation and to maintain their 


property and equipment so as to permit 
them to render adequate service. The com- 
bined powers of the two commissions sup- 
plement each other and provide a more 
complete regulatory program, the state 
commission observed. 

The proposed removal of track would 
result in substantial annual savings with- 
out interfering in any material way with 
adequate service. The commission there- 
fore granted the requested authority. Re 
Delaware, L. & W. R. Co. Docket No. 
10256, October 30, 1957. 

The commission also granted a separate 
application by the same railroad for simi- 
lar authority with respect to another 
stretch of track no longer needed. Re 
Delaware, L. & W. R. Co. Docket No. 
10268, October 30, 1957. 
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Other Recent Rulings 


Bond Issue Approved. The Connecticut 
commission authorized an electric com- 
pany to issue debentures to finance the re- 
payment of short-term loans and an ex- 
pansion program needed to meet the de- 
mands for service where the resulting debt 
ratio would only be increased from 39.6 
per cent to 46.9 per cent. Re United II- 
luminating Co. Docket No. 9559, Novem- 
ber 15, 1957. 


Telephone Rate of Return. The North 
Carolina commission approved rates for a 
small telephone company sufficient to af- 
ford a rate of return of 5.65 per cent on 
a net investment rate base. Re Saluda 
Mountain Teleph. Co. Docket No. P-76, 
Sub 1, October 22, 1957. 


Foreign Exchange Telephone Service. 
The Wisconsin commission dismissed a 
petition requesting the commission to or- 
der a certain exchange to extend direct 
telephone service where the petitioner re- 
sided in a territory which, under normal 
conditions, would be served by another 
exchange and the extension of service on 
a direct basis from the exchange desired 
would only serve to meet petitioner’s par- 
ticular convenience, which foreign ex- 
change service was designed to cover. Re 
Gorell, 2-U-4760, October 11, 1957. 


Depreciation Accrual. The District of 
Columbia commission authorized a gas 
company to use the straight-line remain- 
ing-life method in the determination of 
depreciation accruals, applying a compos- 
ite accrual determined at the beginning 
of each calendar year and based on the 
application of individual accrual rates for 
the depreciable property accounts at the 


close of the preceding year. Re Washing- 
ton Gas Light Co. PUC No. 3197/2, 
Order No. 4408, November 4, 1957. 


Interstate Sale at Gas Well. The Fed- 
eral Power Commission denied rehearing 
of an order which determined that a pro- 
ducer’s sale of gas from a single well to 
an interstate pipeline company was a sale 
in interstate commerce, observing, in the 
face of a contention that production had 
not been completed, that once the gas had 
been reduced to possession and sold for 
transmission out of the state, the inter- 
state character of the sale attached. Re 
Continental Oil Co. Docket No. G-6346, 
October 24, 1957. 


Air Carrier Authority Upheld. The 
court of appeals affirmed orders of the 
Civil Aeronautics Board granting to sev- 
eral air freight carriers temporary author- 
ity to carry air express and mail, upon 
favorable evidence as to their rates and 
service and upon further evidence that the 
additional revenues would aid the devel- 
opment of these carriers while the loss of 
such revenues by air passenger carriers 
would not seriously affect the latter. Delta 
Air Lines, Inc. v. Civil Acronautics Board, 
247 F2d 327. 


“Processed Meats’ Issue Remanded. A 
United States district court remanded a 
certificate proceeding to the Interstate 
Commerce Commission where, in deter- 
mining that “processed meats” did not 
comprehend fresh meats, the commission 
failed to indicate the basis upon which it 
made the determination. Chesapeake 
Motor Lines, Inc. v. United States, 153 
F Supp 812. 
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1 Hood nut and internal connector 
vented for voidless compounding 


2 Positioning guide assures proper 
permanent tightening 

Controlled-stress retainer assures 
ong gasket life, tight seal 


4 | Keyed connector permits tighten- 
ing cap nut with single wrench 


B Best wet-process shock-resistant 
porcelain bushings 


G Completely enclosed and trapped 
neoprene “0”’-ring gaskets can’t flow 


Wide range of sizes and entrance fittings, with cor- 
rugated or petticoat-type bushings, meets most out- 
door and indoor cable-sealing applications. Available 
with either three conductors (above) or single con- 
ductor (below). 


Delta-Star Permanently-Sealed Terminators 
keep air and moisture out for good 





© 15,000 volts. Delta-Star SEAL-KAP Ter- indoor service. Lightweight cast-aluminum bodies 
ors reduce servicing problems. The special —_ help make SEAL-KAP terminators easy to handle, 
ene 'O”-ring sealing design of this line of contribute to their economy of installation. 


terminators results in a permanently air-tight 
Moisi iire-proof installation. Original cost, in 
on io installation and maintenance costs, 


KAi’ terminators are made in single- and 
conductor styles for both outdoor and 


GET COMPLETE INFORMATION in this new 
SEAL-KAP Terminator catalog. Write DELTA- 
STAR ELECTRIC DIVISION, H. K. PORTER 
COMPANY, INC., 2437 Fulton St., Chicago 
12, Illinois. District offices in principal cities. 


H. K. PORTER Company, INC. 


DELTA -STAR ELECTRIC DIVISION 


Porter Divisions: Connors Steel, Delta-Star Electric, Disston, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings, H. K. Porter Company (Canada) Ltd. 
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NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
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Depreciation, Valuation, Railroad Passenger Deficit and Regulation of Public Utilities. 
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"Regulatory Protection of Consumers”. 
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Local Service Telephone Rates 

An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates" 
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400 pages of text, tables and charts, hard back cover—a report of the NARUC-FCC 
Joint Toll Rate Committee. Special price 


Telephone Separations Manual 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 


so-called Phoenix Plan changes 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
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pston Edison Adds Fourth 
Unit to Mystic Station 
RE power for the ever-growing 
sof Greater Boston began flow- 
from a giant turbo-generator at 
on Edison Company’s Mystic sta- 
in Everett on December 4th. 
1,000,000-pound unit No. 4, the 
pst single unit in Edison genera- 
stations, has a capability of 140,- 
kilowatts. 
ith the addition of the new unit, 
on's generating capability is now 
6,800 kilowatts. This represents 
ire double the capability available 
e close of World War II. The 
turbo-generator is the company’s 
major generating unit to “go on 
ine” since World War II. 
ith construction already under 
for a companion unit No. 5, its 
ical generating capability will 
> Mystic station the largest of 
on's three generating stations. 
ystic unit No. 4 represents the 
art of Edison’s capital ex- 
f $38,000,000 for 1957. 
» expenditures are reported 
000,000 from 1946 through 
|. Along with the companion unit 
building at Everett and scheduled 
e place! in service in the second 
of 1°59, corresponding expan- 
of transmission and distribution 
ities a: called for in the continu- 
eXpans'on program. 



























O Awarded Certificate By 
S. Int: national Cooperation 
Administration 


© Virginia Electric and Power 
y has been awarded a cer- 
{ <ooperation from the Inter- 
operation Administration 
5. Government, for its 
‘t contribution” in furnish- 
technical assistance to foreign 
lés representatives, Miles Cary, 
president, announced recently. 
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Industrial Progress 


Under the program of the ICA, 
selected utilities managers from 
lormosa, Thailand, Korea, Iran, 
Japan and Mexico have visited Vepco 
properties for periods of several days 
to four weeks. These visitors are in- 
structed fully in the operation of their 
special interest in utility management. 

The certificate of cooperation was 
presented to Vepco for its participa- 
tion in the program during 1957. 


B. C. Electric Has $98,600,000 


Program 
CONTINUING evidence of British 
Columbia’s expansion is contained in 
1958 budget figures for the B. C. [lec- 
tric, details of which were announced 
recently by President A. E. Grauer. 

During the calendar year the com- 
pany forecasts a total expenditure of 
$98,600,000 to be devoted largely to 
expansion of its electrical generation, 
transmission and distribution facili- 
ties in keeping pace with the growth 
of its service territory on the Lower 
Mainland, Vancouver Island south 
and portions of the interior of the 
province. 

Biggest single item is the allocation 
of $30,800,000 for the company’s sec- 
ond Bridge river development which 
is scheduled for completion in 1959. 
Total cost of this project exceeds 
$60,000,000 and the first of four gen- 
erating units is expected to be in serv- 
ice by May of 1959. 

The gas turbine electrical gener- 
ating plant at Port Mann will be 
completed during the forthcoming 
year to add 134,000 h.p. to the sys- 
tem. Expenditure on this project in 
1958 will be $7,600,000. 

At the loco site of the Company’s 
new thermal electric plant, there will 
be an expenditure of $3,200,000 for 
land clearing and civil engineering 
work on building construction. 

Money for completion of the sec- 
ond submarine cable circuit to Van- 





couver Island is contained in an allot- 
ment of $9,300,000 for electrical gen- 
erating stations, transmission lines, 
substations and distribution facilities 
for the Island. 

New natural gas trunk lines, dis- 
tribution mains and accessory plant 
will require an expenditure of $5,- 
100,000 on the Lower Mainland. 

The Company’s freight railway sys- 
tem will be turned into virtually an 
all-diesel operation with the purchase 
of five new diesel engines. Cost of 
this equipment will be included in a 
$2,600,000 allotment for the division’s 
1958 program, 


$25,240,200 Construction 
Budget Set by San Diego 
Gas & Elec. 


AT its December meeting the Board 
of Directors of the San Diego Gas & 
Electric Company approved a pre- 
liminary 1958 construction budget of 
$25,240,200. E. D. Sherwin, presi- 
dent, states that this will be the sec- 
ond largest yearly capital expenditure 
in seven consecutive years of high ex- 
penditures, He pointed out that from 
1952 through 1957 approximately 
$125,000,000 will have been invested 
in additional plant, property, and 
equipment. «, 

In the $25,240,200 budget a total 
of $18,450,700 is earmarked for en- 
largement of electric production, 
transmission, and distribution facili- 
ties. An estimated $6,097,500 will be 
spent on the gas production, storage, 
transmission, and distribution system. 
Approximately $27,000 will be spent 
in the steam department. The sum of 
$665,000 will be invested for land 
acquisition, new structures, vehicles, 
and shops, stores, laboratory, com- 
munication, and other equipment. 

Major projects in the electric de- 
partment are completion of the third 
unit at the Company’s Encina power 

(Continued on page 26) 





































































INDUSTRIAL PROGRESS— (Continued ) 


plant involving an expenditure of $4,- 
911,700 and preparatory work on the 
first unit at the South Bay power 
plant at a cost of $2,000,000. Major 
item in the gas department program 
is installation of a 20-mile transmis- 
sion pipeline paralleling a portion of 
the existing Moreno transmission line 
involving an expenditure of approxi- 


mately $2,000,000. 


Gibbs & Hill Appointments 


JOHN B. SAXE and Boris Lochak 
have been appointed chief consulting 
engineer and chief engineer, respec- 
tively, of Gibbs & Hill, Inc., David 
B. Sloan, president of the consulting 
engineering firm, announced recently. 

Mr. Saxe, chief engineer since 
1953, continues as a vice president 
and director of the corporation. A 
1923 civil engineering alumnus of 
Harvard University, he joined Gibbs 
& Hill, Inc. in 1924. Early assign- 
ments included engineering for elec- 
trification of the Pennsylvania and 
other railroads ; later he was in charge 
of power plant design and construc- 
tion, in 1945 becoming the firm’s chief 
mechanical engineer. 

Mr. Lochak, who also will continue 
as a Gibbs & Hill, Inc. director, has 


been elected vice president. Since 1949 
in charge of the firm’s foreign opera- 
tions, he has been responsible for the 
design and construction of several 
central-station power plants in France, 
Italy, Spain, Taiwan and other coun- 
tries. At present, projects include 
nuclear power plants in Belgium and 
Italy. Mr. Lochak is a 1924 civil en- 
gineer graduate of Ecole Nationale 
des Ponts et Chaussees, Paris, France. 
Formerly chief engineer of the 
Foundation Company of Paris, he 
joined Gibbs & Hill, Inc. as a struc- 
tural engineer on domestic power 
plant projects in 1942. In his new 
capacity he will direct all design and 
construction engineering services in 
the fields of power, industry, trans- 
portation, highways, water supply and 
waste treatment. Gibbs & Hill offices 
are located in New York, Los Angeles 
and Tampa. 


lowa Elec. Light & Power 
Plans $7,573,775 Program 


A construction budget totaling $7,- 
573,775 was approved recently for the 
Towa Electric Light and Power Com- 
pany’s expansion program during 


1958. 


The major item in the new } 
is for additional natural gas dig 
tion systems. These new system 
be installed in towns covered } 
application now before the f 
Power Commission. Oc lwein 
Vinton will require some ¢as dig 
tion system rebuilding dui ng 
version from manufacture: top 
gas service. Costs on the work, 
will be started as soon as the F. 
approval is received, will total $1 
313. Other gas expansion p 
bring the expenditures approvg 
the gas department to $2, )80,39 

The electric departmen: buds 
1958 is set at $3,716,356. No 
construction project is p! ned 
started during next year by the 
tric department. However. the 
ground transmission system wh 
being built in Cedar Rapids 
expanded during the new year, 


New I-H Catalog Deserit 

Heavy Duty All-Whee 
Drive Trucks 

AN eight-page. full-color catalo 


scribing and illustrating six 
duty International all-wheel 


(Continued on page 28) 





American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 


up—19 ga. doors). 


structure. 





HALL 








@ %” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 

® Telescoping Roof with weather 
tight, easy sliding action. 

@One piece Smooth Welded Draw- ® Bit and Chisel Draw 


ers and Compartments. 
® Vertical or Horizontal Flush Doors ® Fendix Undercoating «t no em 


with recessed, spring loaded 
latches at no extra charge. 


IMMEDIATE DELIVERY @ — in Prineival Cite 
Olt ialelehiclamiela 


DERRICKS 
813 SOUTH READING 


I oy q- We coy am igeyet ae \/ Coy al-habb al 


MORYSVILLE 


New Line Construction Body for single or dual whee! chassis from % to 2 tons. 
Length from 8’ to 14’ (CA's from 48” to 12 
ample stowage space inside and out. Many plus features at no extra cost. 


@14 and 16 ga. Body Steel (14 ga. @ Concealed metal Winch Box. 
throughout for models rated 1 ton @ Curbside Access to ‘ools ond 


120°’). Sliding roof for derrick, 


equipment used mos froqueel 
® Vertical Compartments for ¢ 
ers, lines and linemen's ol. 
@ Large, inside ventila‘ed, Rub 
Goods Compartment 
© Two piece Front Window in¢ 
compartment. 
; Trou 


Drills, Tamps, Rods, ete. 


charge. 


ysviu 
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MORY Wath 


AVE., yaa e 
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presenting 

an incomparable 
new proportional 
spacing 

electric 
typewriter 








a» % 


RIC TYPEWRITER 





- 


TRADEMARK 


4 


A 


A NEW SPOKESMAN FOR BUSINESS AMERICA... 
UNRIVALED FOR TYPING SPEED, EASE AND PERFORMANCE 


The REMINGTON STATESMAN .. . beauty 
and functional perfection combined! Here 
at last is a practical proportional spacing 
typewriter that will deliver the personal 
warmth and character of proportionally 
spaced correspondence with the speed and 
ease of a general office typewriter. Its Ex- 
clusive Automatic Backspacer and Posi- 
tion Locator eliminate time-consuming 
chart references and space counting . . . 
its natural speed-slope keyboard, split- 
second escapement mechanism and roller 
bearing carriage action give you high speed 


and quiet in addition to the advantages of 
proportional spacing. 

A variety of vibrant type styles, seven 
different colors and countless other de- 
sign and operational features, make the 
REMINGTON STATESMAN the totally new, 
totally different typewriter of the age. 
Write for bulletin RE8867 describing it. 
Room 1176, 315 Fourth Avenue, New 
York 10, New York. 


Memingtorn. Flarnd 


DIVISION OF SPERRY RAND CORPORATION 
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e 7 
G n d fi [ | € m truck models of cab-forward 4 


has been issued by the motor 
4 rh Cl i re division of Internationa! 
wi eveia nas Company. Included are 
| wheel-drive Internation:| 
AC-170 (4x4) and AC-'8 
with GVW ratings of 18, 
000 pounds respectively, and fc 
wheel-drive International moée 
the ACKF-170 (6x6) and ACR 
(6x6) series with GVW r- tings 
22,000 to 33,000 pounds. «II unit 
scribed in the catalog a 
with either gasoline or L! 
Catalog may be obtaine: 
Consumer Relations Dep: ‘tment 
ternational Harvester Co: pany; 
N. Michigan Avenue, Ch ‘ago | 
and requesting form CR-.05-G, 


Mine Safety Fo'der 
SAFETY engineers and pure 
agents of utility, mining, constrw 
railroad and general industrial 
will be interested in a new four 
illustrated folder describing the 
assortment of winter liners forall 
tective hats marketed by Mine % 
Appliances Company, Pittsburgh 
Photographs of the individual| 
models are appropriately labeled 
identify features that contribui 
both the comfort and safety oi 
wearer. 
Liners with no metal parts and 
provision for extra insulation pr 
This gas company crew is putting a new Cleveland 110 through | tion over head, neck and ears ar 
its paces. Like so many others who know Cleveland’s fitness for pecially engineered for use with 
utility distribution work, this Indiana company has standardized M-S-A Shockgard—the protecti 
on Clevelands for more than 20 years. worn in those areas of operatiol 
' | volving possible exposure to 
Mains of the same Indiana company are backfilled—and simulta- | hazard of electrical shock 
neously compacted—by the one-man-operated Cleveland 80W. It Copies of the illustrated if 
lays pipe, pulls crossings and does other side crane work, too. “Winter Liners for Al] M-S-A] 
tective Hats” can be obtained by 
ing to Mine Safety Appliances ( 
pany, 201 North Braddock ave 
Pittsburgh 8, Pa. 


Gas Men Predict $5 Billion | 
Appliance Outlay 
THE residential gas appliane: 
equipment industry estimates th 
least 15.6 per cent of the $32,000! 
000 outlay expected in 158 f 
home construction and m: 
will be spent on kitchen, ‘1 
heating equipment, with ¢ 
types in greater demand 
; time in the past. 
m. hh ra eg . A better than seasonai 
THE CLEVELAND TRENCHER CO. the gas heating busines: 
summer, continuation of 
20100 SY. CLAIR AVENUE «+ CLEVELAND 17, OHIO ume in gas water heaters, 
final-quarter rise in sales « f gasl 
in ranges are among the rc asoms 
(Continued on page 30) 
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ka its cable you need... 


—Kerite’s the answer. For Kerite’s wide range of cable types 
combines the latest techniques, materials and engineering 
with an insulation that is unsurpassed in its proven ability to serve reliably 
for years under the trying conditions of actual operation. Leading engineers 
will confirm this. We, too, would be pleased to tell you more. 


Our headquarters office is at 30 Church St., New York 7, N. Y. 
Branches are in Ardmore, Pa., Boston, Cleveland, Chicago, 
Houston, San Francisco, Glendale, Cal. 


KERITE CABLE 


_sot? TEPC Cae 


1 


to the KERITE THat makes The ayfenence 
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the industry’s outlook for the new 
year is extremely bright. 

Official forecasts of 1,100,000 hous- 
ing starts valued at $17 billion and 
home improvement projects totaling 
$15 billion are another basis for gas 
equipment industry enthusiasm. 

It appears likely that housing starts 
will be better distributed in 1958 than 
during 1957 when Los Angeles 
alone accounted for every 12th start. 
This will mean better distribution of 
business among regional equipment 
producers. 

The average new home, according 
to recent past performances, will re- 
tail for about $15,500 and will require 
about $1,850 worth of cooking, heat- 
ing, laundering and related equip- 
ment. In cases of home improvement, 
20 per cent of the average budget will 
go for similar equipment. 

The combination of the new-homes 
and modernization markets therefore 
will involve an equipment expenditure 
by consumers of more than $5 bil- 
lion, or 15.6 per cent, of the $32 bil- 
lion earmarked for shelter productton 
and improvement in 1958. 

Recent figures show how the gas 
industry ties into the present and 
future housing picture. Seven out of 


10 new homes now are being equipped 
with gas central heating furnaces or 
boilers. Gas water heaters are outsell- 
ing other types by better than three to 
one, while sales of gas built-in ranges, 
now in demand for both new homes 


and replacement projects, are up 
nearly 20 per cent over last year’s total 
and are expected to go much higher 
in 1958. 

Even if only 10 per cent of the 
nation’s existing homes come in for 
some improvement next year—and 
the outlook is for a much larger num- 
ber, according to building and loan 
and other lending institutions—the ef- 
fect on appliance sales is likely to be 
positive. 

The tendency to favor gas equip- 
ment is already discernible in the step- 
up of gas conversion burner, clothes 
dryer, direct heating equipment, gas 
range and water heater sales during 
the final quarter of 1957, as well as 
the all-year pace of furnace and boiler 
sales, according to an industry an- 
nouncement. 

Demand for gas dryers indicates 
that home improvers want to com- 
plete laundry automation that began 
with earlier installation of washing 
machines. Automatic gas water heat- 
ers figure in modernization projects 
because of growing families, the need 
for increased hot water-producing 


30 


capacity, and the fact that new and 
improved components of the modern 
gas heater have added to its efficiency 
without increasing its bulk. 

As to gas ranges, either free-stand- 
ing or built-in, dealers report demand 
arising from a swing to the new time 
and automatic heat controls for both 
the oven and range top burners and 
a realization, at long last, of how much 
easier it is to run a kitchen equipped 
with efficient cooking automation. 

Students of the modernization mar- 
ket also see up-dated refrigeration 
and whole-house air conditioning as 
in more common demand in 1958. 
Both services are now available in gas- 
operated equipment, and the new year 
is expected to see more gas equipment 
companies engaged in this phase of the 
industry. 

The continuing spectacular expan- 
sion of the natural gas pipeline sys- 
tem is a strong indication of the in- 
dustry’s belief that our expanding 
population will demand gas and gas 
burning appliances and equipment in 
increasing volume. 


Arizona Public Service to 
Build 100-Mile 115 KV Line 


PLANS to construct a $2.5 million, 
115 kv line were announced recently 
by Arizona Public Service Company. 
The line, will connect with the com- 
pany’s statewide transmission net- 
work and will serve the Bisbee-Doug- 
las area in Southeastern Arizona. 

Approximately 100 miles in length, 
the line will pass through some of the 
most rugged terrain in the Southwest. 
Immediate plans call for construction 
to get underway early in 1958, and 
will be carried to an early completion. 

Necessity of the line is an out- 
growth of the rapidly increasing 
power demands in Arizona’s Cochise 
county. The company’s loads in the 
county have outgrown the small power 
plant phase of operations, and the 
line is being constructed with enough 
excess capacity to insure a dependable 
and adequate supply of power for the 
county’s continued growth in agri- 
culture and industry. 


G-E Power Circuit Breaker 
Interrupts Nearly 14-Million KVA 


WHAT is believed to be the highest 
capacity power short circuit ever de- 
veloped in a field test was success- 
fully interrupted by General Electric 
Company’s 345,000 volt power cir- 
cuit breaker. 

The test, which imposed nearly 14- 
million kva, was part of a series of 


investigations made jointly yj 
American Gas and Electric 4 
Corporation at the Appalachian 
tric Power Company ’s and the 
Power Company’s Philip: Spor 
tion near New Haven, West Vir 
in late August and early Sept 

More than one hundred seq 
tests were conducted un ler yg 
conditions and included line- ~droj 
tests, both within and bey ond y 
in addition to fault-interr :ption 
During the line-droppiny test 
breaker successfully sw itched 
200 amperes charging cu-rent, 

Tests were conducted >rima 
determine the performan e of 
proved design of the breaker’ 
pulse interrupters and tc prove 
ability to handle the abnormal s 
requirements encountered on 
high voltage transmissior: syste 

Field tests were in additions 
vestigations conducted at 
Electric’s Switchgear Develop 
Laboratory. 


Middle South System t 
Spend $71,000,000 in 19 


A construction program of about 
million will be required in 19 
keep the Middle South System ab 
of the new and expanded dem 
for electric service, E. H. Dixon, 
dle South Utilities, Inc. presi 
forecast recently in a talk befor 
Boston Security Analysts Societi 
A great part of next year’s 
struction expenditures will be 
for new generating capacity ne 
to meet future requirements for 
tric energy, Mr. Dixon said. 
year a 120,000-kilowatt unit was 
pleted in the System by New Ori 
Public Service Inc. Next year a] 
000-kilowatt unit is scheduled 
completion by Louisiana Powe 
Light Company. This will be folli 
by a 230,000-kilowatt unit, pla 
for commercial operation in 19% 
Mississippi Power & Light Com 
Expansion of the Middle $ 
System was cited by Mr. Dixa 
evidence of the continuing econ 
development of the three-siate art 
Arkansas, Louisiana, and Mississ 
Pointing particularly to soul 
Louisiana, where $1 billion inv 
in new and expanded indu: trial fa 
ties since World War II | 
a section frequently 
“Chemical Basin of e U 
States,” he said that the Middle 
area is continuing to s/iow § 
greater than the national vera 
the major economic indices. 
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SASRIFICE "The Gay OWNER MOVING 
SALE! Adventure’ ABROAD 








A YACHT FOR COMPANY USE 


DESCRIPTION AND SPECIFICATIONS 


Unique opportunity for business executive or organization to acquire 80-foot twin 
diesel cruiser, excellent for living or entertaining purposes. Two large double cabins with 
twin beds and connecting big bathrooms containing tubs and showers. One single cabin. 
8-foot headroom below decks and large windows. Dining saloon (seats 10), deck lounge 
and afterdeck, ideally arranged for parties. Good galley and crew’s quarters. Engines 
rebuilt by General Motors in 1957. Double plank hull surveyed and refastened at Day- 
tona Beach Boat Works, 1957. New fuel tanks and refrigerator. Entirely repainted 
throughout. Fully furnished and ready to go. Must sacrifice as owner is going abroad. 
Can be seen at Bahia Mar, Ft. Lauderdale, Florida, by appointment with Captain aboard. 


Can be financed with Maryland Credit Finance Corporation. Brokers protected. 


Yor full information "The Gay Adventure" 332 Pennsylvania Building, 
write or wire— Washington 4, D. C. 
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Mf your problem concerns UTILITY RATES, 


you will want these two companion volumes 


Preparing 
for the 
Utility 
Rate Case 


by Francis X. Welch, 
B. Litt., LL. B., LL. M. 


320 pages 
Price $10 


MONG the values of this compilation of experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


&> simplifying and speeding up rate 
case groundwork 
saving time and expense of participants 
cutting down “lag losses’ 
increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 
Rate Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
400 sages 
Price %12.50 


HIS companion volume deals with those pro: edural 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case — 


& filing the application 
> introducing the evidence 


& examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways ot! 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 


The Case for Complainants or Rate 
Increase Protestants 


The Expert Witness 


Motions, Interlocutory Procedures, Argumeats, 
Briefs and Decisions 


Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a compovable 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 











PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


a Pages Electricity, Natural Gas and Water Utilities 
rice £12.50 Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
| Prov edural Investigations, Valuation and Rates 
ry stages of 1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 





he practical 





Day & ZIMMERMANN. INC. 
ENGINEERS 


te al NEW YORK PHILADELPHIA CHICAGO 
ate oss ta DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 
rements for 











%* Standby 
%* Augmentation 
% 100% Town Supply 


Design ¢ Engineering ¢ Construction 


igations DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N. Y. 


FF Ford, Bacon & Davis 
Bee) “iesvew SE igiiimoven < 2c yer." 


fume.ats, NEW YORK @ CHICAGO e LOS ANGELES 

















n parable 


GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











(Professional Directory Continued on Next Page) 








Y 2, |758—PUBLIC. UTILITIES FORTNIGHTLY 








PROFESSIONAL DIRECTORY 


(continued) 








ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 


FOUNDED 1906 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 


APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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PROFESSIONAL DIRECTORY (continued) 
Tne Ru lj heen! Copoulion 


MOOG INEERS «| CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR vanecitar 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. CHARLOTTE, N. C. 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 
oO ization ¢ C th Practices e Accounting ° Budgeting e Mrecep tle, © Taxes ¢ Stock Transfer «© Appraisal: Valvat: ee 


Analysis « Cost of Money Studies * Dep Studies « © System Planning ¢ Industrial Engineering ¢ om Business © Rates © Pricing 
Seles ond Marketing © Safety © Insurance © Pensions ¢ Employee Welfare © Public Relations ¢ Advertising © Personnel ¢ Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND Is SPECIALISTS IN 
OPERATING ENGINEERS t ACCOUNTING, FINANCING, RATES, 
PURCHASING ? Yh INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 











(Professional Directory Continued on Next Page) 
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Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Il. 














STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e Construction e Reports e« Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publish f the 35- -old 
DESIGN—SUPERVISION HANDY.WHITMAN INDEX 
for Public Utilit 
REPORTS—VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


, ; : Public Utility Valuations, Reports and 
Topographic and Planimetric Maps sone ai 
Mosaics, Plans & Profiles for all igre Cost Studies 

Engineering work. 910 Electric Building Indianapolis, Ind. 


Abrams Bldg. Lansing, Mich. 


mame eo Survey 


























BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


Engineers - Architects - Consultants 
for the GAS INDUSTRY 


KANSAS CITY, MO. aon Renan ey baw) 


shee s—raipion GAS Ano SERVICE CO. 
Phone: DElmar 3-4375 327 So. LaSalle St., Chicago 4, UL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 











J. F. MeMAHON ASSOCIATES, INC. 


Engineering Consultants 


INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 














FRANCIS S. HABERLY 


Valuation—Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 




















JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 


PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 








32 Laboratories in Principal Cities 











PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


« 
%, ov 
*isHEO 








A. S. SCHULMAN ELEctTRrRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 


Los Angeles Tampa 














LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








The R.W.STAFFORDCO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 

Natural Gas Conversions 

Plant Management & Operations 

Accident & Insurance Investigations 

Peak Shaving & Standby Plants 

EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 

*Allen & Company 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*American Telephone & Telegraph Company 
AMP Incorporated 

Analysts Journal, The .... 

*Anchor Metals, Inc. 


Babcock & Wilcox Company, The 

Black & Veatch, Consulting Engineers . 
*Blyth & Company, Inc. 

Burns & McDonnell Engineering Company 


Cc 


Carter, Earl L., Consulting Engineer . 
*Cating Rope Works, Inc. 

Cleveland Trencher Company, The 
Columbia Gas System, Inc., The 
*Combustion Engineering, Inc. .. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. .. 
Consolidated Gas and Service Company 


Inside Front Cover 
Inside Front Cover 


D 
Day & Zimmermann, Inc., Engineers 
Delta-Star Electric Division, H. K. Porter Company, Inc. 23 
Dodge Division of Chrysler Corp. Inside Back Cover 
Drake & Townsend, Inc. 


*Eastman Dillon, Union Securities & Company 
*Ebasco Services Incorporated 
*Electro-Motive Division, General Motors 


F 


*First Boston Corporation, The 
*Fish Service Corporation 
Ford, Bacon & Davis, Inc., Engineers 


G 


Gannett Fleming Corddry and Carpenter, Inc. ........ 37 
Gay Adventure, The .. gt 
General Electric Company ...... Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 33 
Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Company 


Haberly, Francis S., Consulting Engineers 

*Hals.y, Stuart & Company, Inc. ..................-- 
*Harriman, Ripley & Company 

Harza Engineering Company 

Hirsch, Gustav, Organization, Inc. 

Hoosier Engineering Company 


*International Business Machines Corp. 
*International Harvester Company, The 
Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 
*Justrite Mfg. Company 


*Fortnightly advertisers not in this issue. 


*Kellogg, M. W., Company, The 
Kerite Company, The 

*Kidder, Peabody & Company 
*Kuhn Loeb & Company 
Kuljian Corporation, The 


Leffler, William S., Engineers Associated 

*Lehman Brothers 

*Loeb (Carl M.) Rhoades & Co. ..................., 
Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers 


BA 
Main, Chas. T., Inc., Engineers . % 
Marlow Pumps Division of Bell & Gossett Co. ........ 14.15 
*McCabe-Powers Auto Body Company 
McMahon, J. F., Associates, Inc. 
*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service Company 
Miner and Miner 
*Minnesota Mining & Mfg. Company 
*Morgan Stanley & Company 
Morysville Body Works, Inc. .................2...0., % 
*Motorola Communications & Electronics, Inc. i 


N 
National Association of Railroad & 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Co. ...... 
*Nuclear Development Associates, Inc. ............... 


fe) 


*Osmose Wood Preserving Co. of America, Inc. . 


P 
PPRCUNG WANE, WHS 86 5055s bn'6:50 51s See ss oes ae 
Pioneer Service & Engineering Company ......... 
Pittsburgh Testing Laboratory 
Porter, H. K., Company Inc., Delta-Star Electric Division 23 


Recording & Statistical Corporation 
Remington Rand Div. of Sperry Rand Corp. ...... 
Robertson, H. H., Company 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 

*Smith, Barney & Company 

*Southern Pipe Coating Company 

*Sprague Meter Company, The 

Stafford, R. W., Company, The, Consultants .......... 
Stone and Webster Engineering Corporation ......... 
Sverdrup & Parcel, Inc., Engineers 


T 


*Texas Eastern Transmission Corporation 


Ww 
gg i Electric Corporation ................: 
White, J. G., + “es Corp., The 
*White, Weld & C ke 
Whitman, quand ‘and Associates ............ 0. 


Y 
*Yawman and Erbe Mfg. Co. ..................- 
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New advantages for truck owners 


introduced in all-new 
Dodge Power Giants for ’58 


, payload, economy and styling features 
Dod:e 4-way leaders of low-priced 3 


intr.duction of the new ’58 Dodge Power 
bring, truck owners a series of the most out- 
g advances in Dodge truck’s 40-year history. 


er, or instance, Dodge offers three new 
lani -8’s that provide up to 234 hp... . as 
s 24, more than other low-priced makes. 
xtra- owered engines can take it easy under 
load: ... keep going longer, too. 


capacities are up to an all-time high. 
contruction features the elimination of 
eight while actually increasing strength. 
as inuch as 14 more payload capacity. 


When it comes to economy, Dodge sweeps the 
field because of its exclusive Power-Dome V-8 engine 
design that reduces harmful carbon deposits. This 
improves gas mileage . . . practically eliminates the 
need for major engine overhauls. 


Dodge styling gives truck owners a real prestige 
bonus. Striking dual headlights, massive new grilles 
and luxury cabs are exceptional highlights. 


All in all, truck owners would be well advised to 
check into the ’58 Power Giant line-up before re- 
placing or adding units. These Dodge trucks are 
definitely four-way leaders of the low-priced three. 


DODGE PowerGiants 












































COMBINED GAS-STEAM CYCLE begins as air enters compressor (1) and 
is discharged to boiler (2). From boiler, gas enters gas turbine (3), and 
exhausts (4) to economizer, stack gas cooler, and stack. Stecm at (5) 
goes to steam turbine. The supercharged boiler design shown in the 








illustration above appears through courtesy of Foster Wheeler Com 
ration. Discussing economies of new combined-cycle power planta 
General Electric's W. D. Marsh (left), Engineering Planning & Develg 
ment Section, and H. A. Carlson, Gas Turbine Department. 


General Electric announces 133,500 kw 
combined gas-steam cycle power plant 


These benefits are expected: 


- 6% lower heat rate 


* reduced boiler weight and volume 


¢ low plant investment 


¢ faster plant start-up 


The combined gas-steam cycle 
power plant offers promise of major 
heat rate gains. In this respect, the 
combined-cycle plant is one of the 
most significant developments in 
the electric power generation field 
since the General Electric Com- 
pany installed the first steam tur- 
bine-generator unit using the 
modern reheat cycle in 1950. 


General Electric turbine engi- 
neers expect net station heat rate 
for this gas-fired, combined gas- 
steam cycle to be 9,413 Btu/kw-hr 

with little or no increase in plant 
investment.This rate compares with 
10,045 Btu/kw-hr for a convention- 
alsteam cycle using asimilarly rated, 
tandem-compound, double flow unit 
of the same steam conditions. 


Looking still further into the f 
ture, General Electric engineers ¢ 
pect operating experience with 
gas-fired plant to help speed t 
adaption of the combined cvclet 
oil- and coal-fired plants. For mo 
information on how your utility ca 
achieve lower cost generation 
applying this new plant, conta 
your General Electric Apyarat 
Sales Office, or re- 
quest bulletin GER- 
1452 from General 
Electric, Section 301- 
372, Schenectady 5, 
New York. 


MORE POWER TO AMERICA 


GENERAL GQ ELECTAIE 
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